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All chemical and a yard wide... 


Modern fabrics take their cue from chemistry ... 
viscose and acetate rayon, nylon and now the new 
synthetic fibers, all were first grown in the labora- 
tory. Today the American Textile Industry looks 
to chemistry for new and improved fibers, fabrics 
and finishing methods and to chemical manufac- 
turers for greater quantities of textile chemicals. 

Closely associated with the textile industry for 
60 years, Mathieson now supplies more basic 
chemicals than ever before. Today, Mathieson is 
the only manufacturer that can furnish all the 





following: caustic soda, soda ash, liquid chlo- 
rine, ammonia, hypochlorite products, sodium 
chlorite, bicarbonate of soda, nitrate of soda, 
sulphuric acid, ethylene oxide, diethylene glycol 
and triethylene glycol. 

Currently, with market conditions uncertain, 
a dependable source of supply is important. If 
your production requires any of these chemicals, 
you may be able to buy to better advantage by 
consulting with us now. Mathieson Chemical 
Corporation, Baltimore 3, Maryland. 
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Public Service Electric 
and Gas Company 


NEWARK.N. J. 





QUARTERLY DIVIDENDS 


Dividends of $1.02 a share on the 
4.08% Cumulative Preferred Stock, 
$1.17’2 a share on the 4.70% Cu- 
mulative Preferred Stock, 35 cents 
a share on the $1.40 Dividend 
Preference Common Stock, and 40 
cents a share on the Common 
Stock, have been declared for the 
quarter ending September 30, 1952, 
all payable on or before September 
30, 1952 to holders of record at the 
close of business on August 29, 
1952. 
GEORGE H. BLAKE 
President 
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> COLUMBIAN 
CARBON COMPANY 


One-Hundred and Twenty-Third 
Consecutive Quarterly Dividend 
A quarterly dividend of 59 cents per 
share will be paid September 10 1952 
to stockholders of record August 15 
1952,at3P.M 

LYLE L. SHEPARD 


Treasurer 




















DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors has 
today declared a quarterly 
cash dividend of 75 cents 
per share on the common 
stock of this Company, pay- 
able September 5, 1952, to 
stockholders of record at 
close of business July 29, 
1952. 
Cc. L. SWIM, 
July 1, 1952 Secretary 











Unitep States Lines 


Company 
Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 








send International Money Order or United States Currency. the payment of a quarterly dividend of 
fifty cents ($.50) per share payable Sep- 
tember 5, 1952, to holders of Common 
Stock of record August 22, 1952, who on 
that date hold regularly issued Gommon 
Stock ($1.00 par) of this Company. 

CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 


TO CHANGE ADDRESS—Write us your name and old address in full, new address in 
full and get notice to us three weeks before you desire magazine sent to your new address. 
EUROPEAN REPRESENTATIVES — International News Co., Ltd., Breams Bldg., 
London, B. C. 4 England. 
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Foreign Atfairs - ~ Politics 


The Trend of Events 


Business 


ESTIMATING THE DEFICIT. .. The Treasury’s estimate 
that federal revenues for fiscal 1953 would be $71 
billion will undeubtedly have to be altered. As a 
matter of fact, the Joint Congressional Committee 
on Internal Revenue Taxation has already estimated 
receipts of $67 billion, a marked decline from the 
original official estimate. Further, it would not be 
surprising if final receipts for the fiscal year were 
even lower than those predicted by the Congressional 
Committee. 

For example, the Treasury has estimated that di- 
rect taxes on corporations for fiscal 1953 would 
ameunt to $27.8 billion, an increase of $4.9 billion 
over the previous year. Obviously, this estimate was 
based on hopes of higher corporation tax receipts 
expected to flow from the higher rates that have 
been in effect since November. This estimate, how- 
ever, was predicted on the assumption that corporate 
operating profits would not decline to a point wiping 
out the additional revenues expected from the tax 
hike. Unfortunately, this assumption has had to be 
modified. For example, a sampling of corporate 
profits for the second quarter of this year indicates 
a falling off, generally, in individual company tax 
payments. As more earnings 


tions in the liquor industry, for example, which had 
been counted on to provide a considerable portion of 
the hoped-for higher excise tax revenues, indicate a 
substantial decline in receipts, since consumers ap- 
parently are loath to pay the higher prices for alco- 
holic beverages caused by the new excise taxes. 

Under the original Presidential estimates, a budg- 
etary deficit of $14.4 billion for fiscal 1953 had been 
predicted. Based on projected new cuts in spending, 
it was later estimated the budgetary deficit would 
be decreased to $10 billion. However, recent support 
to the view that tax receipts will not come up to ex- 
pectations necessitates another revision in the esti- 
mate for the budgetary deficit. Therefore, unless 
business conditions improve sufficiently during the 
last half of the year to offset the recent decline in 
corporate and excise tax receipts, it would seem that 
predictions of a $14 billion deficit rather than the 
later predictions of a $10 billion deficit may be ful- 
filled after all. 

Even if the deficit were half way between, it would 
still be far too high. How long the nation can stand 
the endless series of deficits no one can say at this 
stage, but that it is one of the great, if not the great- 
est, domestic problems facing 





statements for the second 


We recommend to the attention of our 


the country is indisputable. 
The time is approaching fast 


quarter are released, it will 
become even more apparent 
that total corporate taxes paid 
into the Treasury are under 
expectations. 

Furthermore, the Treasury 
estimate of $9.7 billion for ex- 
cise taxes probably will prove 
to have been too high by the 
end of the fiscal year. Condi- 





readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








when, in their own interest, 
the American people must de- 
mand that finis be written to 
this ridiculous chapter of our 
history. 


YOUTH AT THE HELM ... The 
nomination of young Senator 
Nixon as the Republican vice- 
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presidential candidate has elicited wide-spread ap- 
proval in appreciation of the obvious fact that the 
younger generation must be given an adequate op- 
portunity to exercise its talents in administering the 
government. High posts in the Administration defi- 
nitely require not only abounding physical and men- 
tal energy—a characteristic asset of youth—but, of 
even greater importance, a fresh viewpoint and 
new insight that is naturally more difficult to expect 
from older men worn out in a life-time of prolonged 
application to duty, and who have suffered the usual 
disappointments and frustrations. It is therefore 
understandable that the nomination of the youthful 
Senator from California is a welcome change to 
Americans, regardless of party affiliations. 

A development that also is to be regarded with 
satisfaction is the trend toward appointing younger 
men to positions of responsibility in some of our 
leading industries. A recent case is the automobile 
industry. The younger men there are now commenc- 
ing to replace men approaching their middle sixties 
and, consequently, close to retirement age. Though 
young in years, the newcomers are men of already 
proven ability and, undoubtedly, will be able to ad- 
minister the growing complex affairs of their com- 
yanies with a high degree of competence, just as 
cheir seniors did in a simpler age. 

It is wise that the government and industry utilize 
to the fullest the enormously valuable asset of com- 
petent youth. After all, it should have a great deal 
to say about the world it will have to live in long 
after those of us who are much older have crossed 
that mysterious border which separates this bright 
and restless world from that far-off eternity which 
is veiled from mortal man. 


U. S. PERSONAL INCOME TOPPING OUT?.. . Latest 
Commerce Department figures on the nation’s per- 
sonal income show that the steep rate of increase 
following the outbreak of the Korean war has failed 
to carry through. Instead, personal income has 
leveled off to a point only slightly above the peak of 
eight months ago. It now stands at an annual rate 
of approximately $263.5 billion where it was last 
December, and only about $1 billion higher than in 
October when the war-created rise ended. Compared 
with a year ago, however, personal income was about 
$12 billion higher, the rise being due mainly to higher 
wages and salaries. 

It is rather remarkable that the increase in de- 
fense exnenditures has failed to generate an increase 
even in the wage-and-salary component of personal 
income. The only conclusion that can be drawn is 
that the ostensibly high employment figures of the 
Department fail to reveal that a larger proportion 
of the working population than is generally realized 
to be the case is on part time. Hence, the over-all 
figure of 62.5 million employed given by the Com- 
merce Department tends to be somewhat misleading 
since it includes, along with those fully employed, a 
considerable number of those only partially em- 
ploved, some of them working only a day or two a 
week. Were the 62.5 million fully employed, or prac- 
tically so, it is probably true that total personal in- 
come would be considerably higher than is the case. 

“Disposable income” which is the purchasing 
power of the country’s population, a figure derived 


by subtracting personal taxes from personal income, 
stands now at the annual rate of about $231 billion, 
compared with a rate of $226.3 billion in the first 
quarter of the year and $221.8 billion in the second 
quarter of 1951. From this figure also, the inference 
may be drawn that the 5% increase in disposable 
income since a year ago has not been evenly dis- 
tributed, the fully employed section of the nation, 
especially those in defense or defense-related indus- 
tries, receiving the bulk of the increase. The validity 
of this conclusion is borne out by the uneven employ- 
ment conditions now prevalent, many manufacturing 
centers now operating at less than full capacity. 
Under these circumstances, it is to be doubted that 
the imposing figures of the Commerce Department 
on the nation’s personal income can give much com- 
fort to those sections of the population which as yet 
have not shared in these blessings. 


CHARTING A NEW COURSE FOR OUR ECONOMY... 
From latest indications, it seems that the Korean 

yar may finally be approaching its end. Perhaps it 
is the implication of this eventuality which has 
caused Secretary of Commerce Sawyer to order an 
immediate study of the markets that may be avail- 
able to American producers after the present build- 
up of armaments has been completed. At any rate, 
this information will be needed by businessmen who 
are looking ahead to the time when the defense-pro- 
duction curve is no longer rising—probably in the 
period 1953-1954—and they will then have to depend 
on higher production for civilian use, in addition to 
even greater foreign outlets than at present. 


How to encompass this desired end in the face of 
growing evidence that foreign countries must also 
expand their exports, if they are to survive, is one 
of the great dilemmas of our time. The President 
has correctly called attention recently to our incon- 
sistency in pressing for greater sales abroad at the 
same time that we are attempting to raise the bars 
to imports through severe tariff restrictions. We 
must further recognize that as long as the cold war 
continues and, with it, the necessary road-block to 
East-West trade, nations outside the Iron Curtain 
will be under the most intense pressure to find new 
markets, not only in the United States but areas 
where the United States must also find markets for 
its surpluses. Competition generated by these factors 
is at a growingly high pitch and will probably be- 
come more severe as the conditions which have 
created this crisis are allowed to develop unimpeded. 

For this reason, praisworthy as_ Secretary 
Sawyer’s aim to furnish American businessmen with 
needed information may be, it is doubtful that the 
current great problems of international trade, which 
affect Americans as well as others, can be solved 
without a unified effort on the part of all the nations 
concerned to meet on the common ground of their 
requirements; and to set forth new programs that, 
through mutual sacrifice, will furnish them all with 
the means of creating a viable economy. It seems to 
us at least part of the answer can be given if the 
American Congress acts on the realization that in 
the final analvsis our friends abroad can be a source 
of strength to us only as long as they are provided 
with a fair opportunity to sell their goods and serv- 
ices in the world’s markets. 
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As J See Jt! 


By JOHN CORDELLI 


THE HIGH COST OF SHINWELLISM 


Ss. his keynote address in Chicago, General 
MacArthur commented with some bitterness that the 
hesitancy of our Western European allies “‘to assume 
a fair and rightful share of the military burden” 
does not spring from any insufficiency of manpower 
or the exhaustion of other needed resources, but un- 
fortunately from “a seeming confident assurance that 
the United States’ 
blood and treasure 


and accepting aid from the United States on one 
hand and on the other denouncing us as a “capitalist 
ogre seeking selfish profits’ and dragging Great 
Britain into a war nobody wants. 

Mr. Shinwell, like other Labor Party’s leftwing 
worthies, has never missed an opportunity to con- 
demn the United States for creating a “dollar short- 
age’, for abetting 
price fluctuations, 





will be committed 
to the fullest ex- 
tent.” Though the 
chief Republican 
advisor on foreign 
affairs, Mr. Dulles, 
has been consider- 
ably less outspoken 
on the subject, one 
cannot help but 
ponder on the Gen- 
eral’s sober words 
when one reads 
statements from 
England such as 
that “Great Bri- 
tain is already 
bearing burden far 
in excess of what 
she can afford” 
and that  conse- 
quently, the United 
States should be 
asked “to render 
far more assist- 
ance in the mili- 
tary field for us 
and other’ coun- 
tries than she has 
done hitherto.” 

We have already 
contributed some 
$45 billion to the 
postwar reconstruction of Western Europe. We are 
spending in defense of Western European soil some 
six to eight times as much as the whole Western Eu- 
rope combined. We are doing our share in helping to 
develop Western Europe’s overseas dependencies. 
In view of all this a statement such as the one above 
cannot but arouse feelings of resentment and frus- 
tration. 

But one must remember where the statement 
comes from—none other than Mr. Emanuel Shinwell, 
one-time Minister of Defense in Britain’s socialist 
government. Mr. Shinwell is one of those fortunately 
few Englishmen who are not averse to asking for 
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AND IF THE PATIENT DIES... ? 
“IF YOU TAKE IT OUT, 


for encroaching 
upon sterling area 
markets” and for 
all other obstacles 
thrown into the 
path of “the great 
experiment with 
the welfare state” 
which attempted to 
guarantee the 
British workman a 
standard of living 
to which he was 
never entitled in 
view of his inabil- 
ity to produce. For- 
tunately the Brit- 
ish people seem to 
be getting wise to 
men like Mr. Shin- 
well. Major Gwilym 
Lloyd-George, the 


son of the great 
Welshman, has 
pointed out that 








the Labor Govern- 
ment received dur- 
ing its sia years of 
office 214 billion 
pounds—some 9 bil- 
liondollars—in gifts 
I SHALL PUT IT BACK AGAIN’ = “'d_s loans mostly 
from the United 
States. Yet in spite of such unprecedented assistance, 
says the Major. “food rations were in general no 
better when Labour left Office and the cost of food 
had risen steadily until it was 58 per cent higher 
than when they went into Office.” Instead of buckling 
down and working hard, instead giving a chance to 
free enterprise and competition as the Dutch people 
did, the Labor Government wasted time and energy 
in pursuing the will-of-the-wisp of the planned eco- 
nomy which never worked because of a succession 
of economic crises. 
The Bevans, the Attlees, and the Shinwells left 
Great Britain in a dismal (Please turn to page 508) 








Will Market Break Through — After 4. Tries? 


The market continues to back and fill under the sway of day-to-day news and rumors on 


the steel situation. When the strike ends, we shall have a more illuminating test of the 


vitality of this phase of advance in stock prices. There are plausible arguments for at 


least a moderate further July-August rise. Our general policy is unchanged. 


By A. T. 


O ver the fortnight since our last previous 
analysis was written there was a slight net decline 
in average stock prices, amounting to about one 
point for the Dow industrial average, nearly two 
points for the rail average, and a fraction for utili- 
ties. However, that does not tell the story. For some 
days the market has been blowing hot and cold, more 
or less in line with news or rumors related to the 
long expected settlement of the steel strike. It eased 
in the forepart of the trading week ended July 11 
when rumors of a nearing strike settlement proved 
wrong. It firmed up thereafter on news that bargain- 


MILLER 


ing negotiations had been resumed; and by the 
middle of last week the “summer rise”, begun early 
in May, had been moderately extended. 

But hopes were again dashed. It was announced 
that settlement talks had broken down; and that the 
Administration was “considering” seizing some steel 
plants for direct defense work under the alleged 
authorization of the Selective Service Act of 1948. 
At the same time it was said that the promise of a 
steel price boost of $5.60 a ton—dangled before the 
companies but not officially and publicly confirmed— 
had been withdrawn; and OPS Administrator Arnall 
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CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS 
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continued to ignore this reputed “offer” 
of Mobilization Chief Steelman in hand- 
ling price applications of smaller steel 
companies which have already settled 
with the union. So the market was under 





















































































































































346 ] 340 renewed pressure, nearing the end of 
r last week. 
tas 320 The remaining bone of contention be- 
-SuPPLY OF tween the major steel comanies and the 
2 sent ‘ 
se STO 300 union is reported to be a relatively small 
AS INDICATED BY TRANSACTIONS | _ one. Talks were resumed Sunday, at the 
2Go4%T DECLINING PRICES | 280 White House request, but got nowhere. 
| Having failed in his efforts to intimidate 
260° Te DEMAND FOR STOCKS _ the companies, maybe President Truman 
— | tee will put a little informal pressure on 
ayo —_ ly ! | union boss Murray to wangle some kind 
= ~~ <Agpets wT 240 of a face-saving deal, with an eye to the 
+ =. Democratic nominating convention. It is 
220 | | 2.20 hard to believe the strike will go on much 
MEASURING INVESTMENT AND SPECULATIVE DEMAND setpinhesier igs Ugg 0-ilniguitegs A 
260 aos Pg 130 are on both sides, no prophesy can be 
[M.W.S. 100 HIGH a eel made without crossed fingers. 

aso —|._|__|_, PCED STOGHS — The market is not likely to go off 
— | CALE GT RIGHT 125 aes: ee A A 
a significantly if it has to wait some addi- 
240 magn, ee eel _ ‘aid tional days for a steel settlement. The 
~ - question is whether much of a bullish 
bil cidincccd td midincd gee! o orpeeqeces 28 celebration will be induced when and 
"OwWeCese dear? *®*} M.W.S. 100 after settlement is announced. Logically, 
ane LOW PRICED STOCKS ua the answer should be no; for if it makes 
an ae | |” SPECULATIVE DEMAND sense not to sell stocks on strike news, it 
a rh makes equal sense not to buy them on 

— « ee ee nr 6oY!DUR CRD) Um UFC: Um strike-settlement news. 
The selective advance may well carry 

MAY JUNE JULY 


at least moderately further in July or 
August for a complex of reasons having 
relatively little to do with the strike 
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settlement and the precise 
terms thereof. The reasons 


TREND INDICATORS 








have to do with economic 
and financial prospects, | #'° 
earnings, dividends, yields, | 200 
cash available for invest- 
ment—in short, with all of | '9° 
the tangibles and intangi- 
bles which determine at 
any given time whether | 27¢ 
there is or is not more of 
an over-all inclination to | *#° 
buy or hold stocks than to 





BASIC DEMAND 


180 





sell. aso DOW JONES 
The market’s supply-de- INDUSTRIALS 
mand balance, as indicated | '% 
by the accompanying 
$¢ 


chart, has for some weeks 
been on the favorable side 
and still is. Due to the | 9 
steel strike, we are now 
getting a sharp but artifi- | es 
cial shrinkage in industri- 
al production, which will | go 
be made up later on and 
which will proportionately | 1 
defer normal deflationary 
adjustments. This is to 
say that, basically the pro- 
duction outlook is satisfac- 
tory for at least some 
months to come. The same, 
of course, is true of con- 
sumer demand. Peak de- 
fense spending seems un- 
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likely to be reached before 
mid-1953. Although total 
corporate earnings are 
well down from their post- 
war peak, they may now become relatively more 
stabilized. In relation to earnings, stock prices are 
neither at very high nor very low levels; but remain 
in a “range of moderation”. 

According to Government estimate, cash dividends 
in the first half of 1952 ran about 5% above those 
of the 1951 first half. This, in conjunction with prob- 
able second-half business results, suggest a full-year 
total at Jeast approximately last year’s whereas a 
moderate shrinkage for 1952 had been the earlier 
expectation. Investible funds continue to accumulate, 
making a more or less steady movement of shares of 
good stocks out of the market into strong hands. 
Unspectacular at all times—in fact, modest on a 
week-to-week basis—this is important only in cumu- 
lative effect on the substantial minority of stocks 
which rank as investment-grade. Like price-earnings 
ratio, average current dividend yields—only a little 
less than 6%—remain also in a range of moderation. 

It may be of some interest to note that at its re- 
cent best level—276.76 on July 15—the Dow industrial 
average had fractionally bettered its previous bull- 
market high, recorded last September. However, the 
chart formation up to this writing is still that of a 
quadruple top, yet to be significantly “broken 
through”. Moreover, a penetration by 5 points or 
even 25 points—the latter would add only some 9% 
to the previous top level—could well prove more 
climatic than otherwise. We have emphasized the 
moderation of the market. The reasons why that is 
so suggest that it will continue to be so: that is, a 
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selective limited-swing market, rather than a sky- 
is-the-limit market, unless political considerations, 
not yet clear, provide a basis for an important rais- 
ing of sights. 

It is a moderate market because it is mainly an 
investment-dominated market which has generated 
no great speculative following ; and because investors 
know that it can be only a question of time—whether 
12 months or moderately more, rather than some 
vaguely indefinite time—before the record postwar 
business boom runs out. It would have done so some 
time ago, of course, without the Korean war that 
fathered a major defense program, now stated to be 
well on the way toward its scheduled goal. 

The potential vulnerability is in the economy, 
rather than in the present technical position of the 
market; for stock prices can be historically high, as 
they are now, without being extreme. Price has scant 
meaning, except with reference to value. The Dow 
average is at the highest level in over 20 years; but 
the indicated dividend yield thereon is about 5.9% 
against only 3.3% at the 1929 market high. The 
price-earnings ratio is about 10.4 on the basis of 
1951 profits—possibly around 11.0 on 1952 earnings— 
against a ratio of 19.1 at the 1929 high. Were present 
dividends capitalized by the market at the peak 1929 
rate, the Dow indsutrial average, roughly 274 as this 
is written, would be at 490. 

There are other respects in which the present 
market situation does not remotely compare with 
that of 1929. Thus, shares (Please turn to page 503) 
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Companies 


to Receive 


The Bulk of 


Defense Orders 





By THOMAS L. GODEY 


EDITOR’S NOTE: Defense production is acknowledged 
to be one of the great props of our economy to-day. 
Therefore, it is a vital factor to businessmen and 
investors. Of particular importance is the actual 
rate of defense spending as the volume of funds and 
the speed with which they are spent affect every 
branch of the economy. To furnish our readers with 
an up-to-the-minute picture of the situation, we 
present the accompanying article, which has been 
the result of much painstaking investigation. We 
believe our readers will agree that the article is of 
value as offering a clue to near-by business 
conditions. 


as question that has bothered businessmen 
and investors for the past several months—defense 
spending in the vear ahead—can now be answered. 
Military buying over the next 12 months will be in 
the neighborhood of $60 billion. That means it will 
be even higher than it has been in the past year. 
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Since the middle of 
1950, investment cal- 
culations have been 
based in one way or 
another on the defense 
program. It is the one 
major factor of all the 
forces—economic, mili- 
tary and politica] 
—which determines 
the country’s financial 
course. 


Over the past sev- 
eral months consider- 
able doubt has been 
cast over the defense 
program. In his budget 
message, President 
Truman asked for 
some $53 billion for 
the military for the 
budget year 1952-53. A 
few months later Con- 
gress—specifically t he 
House of Representa- 
tives—not only cut this 
figure by about $7 bil- 
lion, it limited the 
amount of money that 
could be spent in the 
coming fiscal year. To 
cap the confusion, 
there were reports of 
lagging production of 
planes, machine _ tool 
bottlenecks, scanty 
production of new 
tanks and ammunition. 
Then came the steel 
strike. 

Faced with these 
confusions and contra- 
dictions, businessmen 
and investors found it 
impossible to chart the 
economic course of the 
country for the next 
six months; were un- 
able to estimate which 
industries might pros- 
per, which might face 
rough going. Now, although the steel strike is still 
in effect at the time this is written, the factors gov- 
erning the defense program for the months ahead 
are coming into focus and it is possible to estimate 
the general course of the program and how indi- 
vidual industries will fare. 

For a better grasp of what’s ahead, it might be 
well to take a quick glance at what has happened 
in the defense program up until now. 

For a variety of reasons, the defense program 
got off to a slow, bumbling start, although a quick 
glance at military spending figures might have indi- 
cated the opposite. 

In June, for instance, orders had been placed for 
$69 billion worth of war goods. Deliveries of finished 
weapons and equipment totaled about $24 billion. 
And the Pentagon had a shade over $45 billion 
which it could still spend. 

But under these rather optimistic-looking figures 
lay a host of official boners that were stalling 
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production of military goods. There was uncertainty 
on the part of the military as to just what items they 
wanted and how much of each was also causing a 
mill-slowing chaos. The Brass was also blocking 
production by constantly changing designs of tanks, 
planes and guns. A company would be all set to go 
full-steam ahead on an item when there would be 
a frenzied call from Washington: hold up a bit. 
Then would follow a series of time-consuming 
consultations on the question of what design 
to use or whether the design already in the 
hands of the company could be adapted to fit 


the new ideas of the military. And it usually 60 


wound up with scrapping the old design, re- 
tooling for a new design—perhaps to be halted 
before production got under way while the 
whole nagging procedure was gone through 
again. 

That’s why jet fighter production only got 
going in any size a few months ago, and why 
there was only one model jet bomber in any- 
thing near substantial production. Heavy pro- 
duction of tanks was just getting under way. 
Few heavy guns were being produced. Large- 
scale production of ammunition was just start- 
ing. All the ammunition being consumed in 
Korea and being shipped to NATO countries was 
from World War II stocks. 


Items in Design Stage 


The same was true for other defense items. 
Guided missile production was getting under 
way, but on a puny scale. Most models were 
still being designed or perhaps had advanced 
to the test stage. There had been practically no 
deliveries of ships. Atomic bombs were plenti- 
ful, but the wide range of other atomic weapons 
were in the creative level, still being worked 
out by the idea men. Only one atomic gun had 
been built. And shortages of some types of 
machine tools continued to plague production 
men and snag assembly lines. 

Now that has changed. 

It is impossible to give point-by-point break- 
downs on just how much of each type of equip- 
ment is being produced, or to tell in detail what 
each company is producing. That, of course, is 
a military secret. But there are other indicators 
which show how military production is going 
and how it should go over the next several 
months. 


Criticism Abating 


For one thing, the Congressional critics of 
the arms program are less vociferous than they 
have been over the past half year. In private 
conversations, they admit that the defense 
program now seems to be humming. And at 
the Munitions Board officials seems satisfied 
that after many delays we are on our way. 

The best guide to businessmen and investors 
is in the daily statement issued by the U.S. 
Treasury. It gives a daily tab of military spend- 
ing. It’s all the more important because it 
shows how much is actually going to defense 
industries every day. Appropriations in Con- 
gress, in which huge sums are approved for 
various segments of the defense program, may 
be more dramatic and result in bigger head- 





lines, but they may mean nothing of immediate im- 
portance to the businessman or investor. The funds 
voted by Congress today may not get into the 
economy for two, three or even five more years. 
They’re what might be called ‘future book” funds. 

The figures in the Treasury’s Daily Statement, 
however, are another matter. That money is going 
to business right now. 
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Expenditures for National Defense 
(Millions of Dollars) 





Expenditures Under 
Strategic & Mutual Secy. Act 
Critical Greek- Econ-Tech. Military 
Air Force Army Navy Matis. Turk Asst. Asst. 





Jan. $1, 018 $1, 421 $ 898 $ 40$ 1$ 155 $ 187 
Feb. 1,054 1,227 784 38 152 195 
Mar. 1,108 1,639 584 54 129 226 
Apr. 1,213 1,357 1,071 101 1 212 239 
May 1,086 1,405 1,176 NA NA 251 228 
June 1,250 1,273 938 NA NA 261 231 

Totals $6, 729 $8, 322 $5, 551 $ 433 le 2 2 $1,160 $1,106 


NA— Not eveaielie. 








Atomic | 

















Energy Comm. Recapitulation — 6 Mos. 

Jan. $137 Air Force $6,729 
Feb. 151 Army 8,322 
Mar. 141 Navy 5,451 
Apr. 162 Strategic and Critical Matls. 433 
May 154 Greek-Turk Aid 2 
June 192 MSA—Econom.-Tech. 1,160 
| MSA—Military 1,106 

Total AEC $937 | Atomic Energy 937 


Total, All 1/1/52—6/30/52, incl. $24,140 ($24,140,000,000) 


Jan. 1-June 30 = 182 days; $132,637,362 per day; 
$5,526,556.75 per hour; $92,109.28 per minute; 
or $1,535.15 for every tick of the clock. 




















Ce, OE A SION NS Oem 


At the first of the year, back in January, Federal 
checks covering defense spending were totaling a 
bit under $161 million every working day. In May 
the rate was over $186 million a day. Within a month 
or so, it is expected to reach somewhere between 
$215 million and $225 million a day. 

Where’s it going? It’s pretty well spread across 
the whole range of the defense program. At the 
beginning of July, the Air Force announced that 
production was hitting 100% of schedule. That 


means that all the glowing figures of the amount 


of business the plane makers would be doing is now 
coming true. The planes, engines, parts, electronic 
equipment, armament and other components of a 
modern war plane are now being produced on sched- 
ule, and the companies making them are reaching 
their previously predicted income figures. 

About the same situation applies to tanks. Med- 
ium tank production is now rolling. Production of 
light and heavy tanks is under way and will be 
picking up substantially in the months ahead. 

Ammunition production is in the million-rounds- 
a-month realm and is expected to double by the end 
of this year. 


Electronics at Full Speed 


Practically all electronic equipment production is 
going full blast. There are no complaints of shortage 
of radar or other complicated electronic devices. 

Other items are not yet in full-scale production, 
but they are being produced. New armored clothing, 
for example, is being shipped to our soldiers in 
Korea in experimental lots. So are the new 3.5 inch 
bazookas. 

There is as yet no mass production of guided 
missiles, but they are being made in greater num- 
ber every day. 

There are still some headaches, however. The ma- 
chine tool bottleneck is not yet licked. Vertical tur- 
ret lathes are said to be the big problem at present. 
Lack of these will slow some tank and aircraft pro- 
duction, but the military hopes this problem will be 
at least eased within four or five months. 

In fact, talks with some of the officers responsible 
for production leave the impression they are not too 
worried about the problem of machine tools. Over 
at the National Production Authority, planners seem 
even more confident. They think the problem of ma- 
chine tools will soon vanish. 

But the machine tool problem seems minor at the 
present time, it will slow only a small part of the 
total arms output. 

The big point—beyond all the bottlenecks—is that 
the money to keep defense production clicking in the 





Modern warfare demands revolutionary fighting equipment three contrasts: 
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i i TODAY 
B29 WORLD WAR II i 
GREATER ° pga 
— Size . . Armament . . 3: 2 * 54,000. “ig: ee OE 
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¢ 12°50 cal.guns iH Power. . . | 
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year ahead will be available. Congress has reversed 
itself and lifted the ceiling on how much Pentagon 
officials could spend over the next 12 months. 

And at the beginning of the new fiscal year on 
July 1, the Treasury had $65.5 billion of unspent but 
authorized money. Some of this, of course, is already 
committed—the Army, Navy or Air Force have orders 


placed with manufacturers which that 
money is supposed to take care of. In 
other words, the government has $65.5 
billion which it can pay out to the com- 
panies producing defense goods. 

And Congress has lifted the bars on 
spending this money. If companies pro- 
duce the goods, they’ll be paid. There’ll 
be no slowing of production lines, can- 
celling orders, or promising to order 
later. The present pace ef production 
will be slowed only by strikes or pro- 
duction difficulties, not by lack of money. 
And, as has been mentioned above, pro- 
duction difficulties have been reduced to 
almost zero. 


Even the planning bottlenecks have 
removed. Some tough bossing by the 
Munitions Board and the Military itself 
has brought this about. Airmen have 
finally been convinced that if they don’t 
stop changing plane designs, they’re not 
going to get planes. So they’re settling 
on one design and letting it get into 
production. That’s the big reason pro- 
duction is now hitting 100% of schedule. 


Bottlenecks Eliminated 


Other hitches have been worked out 
the same two-fisted way. Munitions 
Board officials have gone over produc- 
tion figures, spotted the bottleneck, and 
then by sometimes rough treatment 

made certain the bottleneck was elim- 
inated. That’s what’s behind the boosted 
production figures for tanks and other 
weapons. 

Now, to get back to the amount of 
government money available in the com- 
ing vear. The $46.5 billion Congress has 
just appropriated for military spending 
doesn’t mean too much as far as the next 
12 months are concerned. It will be 
spent in the sense that orders amount- 
ing to that much will be placed with 
companies. But the companies won’t get 
the money until they deliver the war 
roods, which mav be as much as two or 
three vears from now. 

The important figure to keen in mind 
is the $65.5 billion “carryover” that the 
Treasury had available when the fiscal 
vesr ended on June 30. That money is 
going to be spent soon. Almost all of 
it will be spent in the next 12 months. 
Next June 30. the government is ex- 
pected to again have a carryover of 
about similar size. But after that, in 
the vears following, the carryover is 
expected to go down rather sharply. Jn 
other words, the coming 12 months 
represent the boom year as far as de- 
fense spending is concerned —if, of 
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meeting the ambitious 


course, there is no drastic shift in the international 
situation nor all-out war or epidemic of Koreas. 

So, with all this information, 
figure out the outlook for businessmen and investors 
in the coming year. 

Plane makers will have a boom year. They will be 
(Please turn to page 507) 


it is possible to 

















Companies Engaged in Defense Production 





Company 


Type of Military Production 





American Bosch 
Allis-Chalmers 


Amer. Car & Fdry. 
Amer. Locomotive 
Amer. Stee! Foundries 
E. W. Bliss 
Bell & Howell 


Boeing Aircraft 


Carrier Corp. 
Chrysler Corp. 


Douglas Aircraft 


Diamond T Motor 
Evans Products 
Fairbanks Morse - 
Fruehauf Trailer 


Firestone 


Florence Stove 


General Electric 


General Motors 


Kaiser- Frazer 


Kelsey-Hayes Wheel 
Lockheed 


Merritt, Chapman & Scott 
Minneapolis-Moline 
Mullins Mfg. 

Phillips Petroleum 

Radio Corp. 


Reo Motors 

Revere Copper & Brass 
Rheem Mfg. 

Ryan Aeronautical 
Savage Arms 

A. O. Smith 


White Motor 
Westinghouse Airbrake 
Westinghouse Electric 


Willys-Overland 
York Corp. 
L. A. Young Spring 


New type fire-control equipment for tanks. 





Atomic energy installations—compressors for Sapphire 
jet aircraft engine. Total backlog $400 million. 

$16.1 million in artillery parts. $258 millions defense. 
Multi-million dollar order for tank hulls. — 

Multi-million dollar order for tank hulls. ae 
Miscell -quipment; backlog $73, million. 


New ‘gov't contract, $2 million 16 mm. sound motion 





picture projector; total gov't backlog $16 million. 


Heavy production B-47; C-97 strato-freighter, tanker; 
B-52 ear nsec B-52 Super-Fortress; Stratojet 6-jet 
di bomb log computers; guided missiles. 
Approximate cased backlog in excess of $1.5 billion. 
Multi-million dollar order for tank hulls. 
Order for $1 billion in 45-50 ton Patton tanks; over $1 
billion involved in military supplies and facilities to 
produce defense items. 





Backlog approaching $2 billion; in volume preduction of 
Skyrocket and Skylark Interceptor; C-124 giant transport; 
guided missiles. 

Trucks; $24.9 gov't order. 

Rocket parts. 

$2.2 million order diesel-electric switching engines. 
$8.5 million gov't order water tank trailers. 

Tank tracks; tank guns; guided missiles; rockets, jet 
engine parts. 

Airplane wing assemblies, 
$10 million. 

Miscellaneous products of company for defense purposes 
too numerous fo list: in 1951, about 20% of total sales of 
$2.3 billion went to defense; proportion probably some- 
what higher this year with speed-up in gov't spending. 


ammunition clips; backlog 


Aircraft propellers; bomb sights, navigational instru- 
ments, jet aircraft engines, tanks, planes, guns, Sapphire 
jet engines: deliveries to gov’t over $5 million a day. 
Total military backlog over $4 billion. 

Through a subsidiary $3 million order in a classified 
weapon; Wright-Cyclone engines. 

Multi-million order in 90-mm shells. 

Air Force and Navy Super-Constellation transports, all- 
weather jet fighters, fighter trainers, radar patrol; all-jet 
strategic atomic bombers; backlog approx. $1.5 billion 
$16.3 million order to build U. S. Army Signal Corps depot. 
Backlog on defense orders about $25 million. 

$1.5 million order for shells. 

Operates ordnance plant to provide jet power. 

Gov't orders for radio-electric equipment 7 times larger 
than a year ago. 

$200 million in orders for military trucks and parts. 
Additional contract $6.5 million cartridge case cups. 
Multi-million dollar order for cartridge cases. 

$46 million backlog in military orders. 

$5 million order for parts for aircraft-type machine guns. 
$5.1 million order for bomb casings; total defense back- 
log $48 million. 

*10 million defense backlog. 

Multi-million order for jet fighter trainers. 


Among other important military orders is the contract 
to build submarine atomic power plant: military orders 
about 40% of total backlog. 


$176 million order for jeeps for Army Ordnance. 
Multi-million dollar order for air-conditioning carriers. 


$5 million subcontract for fuselages for “Skyraider’’. 


| 
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— THE No. 1 ISSUE FACING THE AMERICAN 


CITIZEN TODAY 


By JOHN D. C. WELDON 


Wren the Canadian dollar recently soared to 
a premium of four cents over the American dollar, 
it seemed to the American citizen that his worst 
fears were confirmed that inflation in this country 
could not be stopped. This spectacular witness to 
the decline in the value of the dollar gives cause to 
the individual to doubt whether his government is 
able or willing to arrest the slow but sure erosion. 
Standing helplessly before this tide, he wonders how 
soon it will be before he is engulfed. 

Yet, for the past year or more, the forces of infla- 
tion have ebbed, or so it seems. There have even been 
times when the opposite—deflation—seemed not far 
off. It is not to be wondered, then, that caught be- 
tween the two alternating cycles of inflation and de- 
flation, the American citizen finds himself completely 
bewildered and at a loss to plan for his future. 

This uncertainty finds itself reflected in an un- 
paralleled growth of savings by the ordinary indi- 
vidual. At the same time, the businessman and 
investor make plans so that they can have a better 
opportunity to overcome the problems of inflation 
or deflation, whichever finally emerges. 

Since a year ago, anxieties over the proximity of 
inflation have lessened as it became evident that the 
first real threat of inflation had been curbed a few 
months after the outbreak of the Korean war. This 
naturally influenced the attitude of consumers. More 
recently, however, their equanimity has been dis- 
turbed by growing evidence that a change seemingly 
was in progress. 

Within the past month, a series of potentially 
far-reaching events have left an impression on our 
economy. It will be the task of this article to try to 
determine whether this portends a renewal of that 
“delectable calamity,” inflation, or whether the fun- 
damental forces affecting our economy, in reality, 
point in the opposite direction. 

Although economic forces apparently are much in 
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... Lrapped by... 


Inflation and 
Deflation 





balance at the moment, let us first analyze those that 
lead the consumer to believe his 50-cent dollar is still 
losing ground. Most threatening to him, the cost-of- 
living has been on the climb again. After holding 
fairly stable since the first of the year, the overall 
retail price index moved close to approaching its 
all-time high. Key foodstuffs have risen to 14% 
above the pre-Korean level. 

Divergent movements, particularly in the be- 
havior of durable and non-durable goods, neverthe- 
less, do not indicate a definite pattern has been set 
for consumers’ costs. With the inconsistency in the 
price reaction of individual commodities, it is more 
likely that the index will continue to hover around 
the present mark. Closely linked to the cost-of-living 
trend is the effect of the subsidy octopus. When Con- 
gress recently approved a two-year postponement of 
a pending reduction in farm support prices, the 
American consumer automatically lost his chance 
to get some relief from the high cost of essential 
foods. 


Shot-in-the-Arm Paying Off 


The shot-in-the-arm device of easing controls 
which the government conceived several weeks ago 
as an elixir for our economic ills is already producing 
results. Completely reversing the previous trend, 
relaxation of the Voluntary Credit Restraint pro- 
gram partially inspired the increase of over $1 billion 
in member bank loans during June. The bulk of the 
borrowing came from institutional and private in- 
vestors who grabbed the Treasury’s $314 billion 
offering in the form of 234% six-year bonds. This 
was the government’s first marketable issue for cash 
subscription since the end of World War II. In view 
of the overly cordial acceptance of the new obliga- 
tions, the failure of the previous 23/4,% flotation was 
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practically eradicated. The new loan has apparently 
paved the way for the much-discussed 3% long-term 
maturity for which investors have been clamoring. 
The really sobering effect of the new issue lies in 
the spectre of inflation. By expanding aggregate 
loans, the commercial banks have increased their 
deposits—one of the two principal forms of money. 
At the same time abandonment of Regulation W by 
the Federal Reserve Board stimulated part of the 
jump of nearly $500 million in consumer credit com- 
mitments last month. These payments to the already 
stricken consumer goods dealers lost little time in 
being channeled back to the banks. On top of this 
was the effect of the $5.2 billion rollover in certi- 
ficates of indebtedness, which was even more infla- 
tionary since it required Federal Reserve support, 
thereby adding new funds to the money supply. 


Federal Deficit Leading Threat 


Out of the spending orgy to maintain a semi-war- 
time state—which will take more than three-fourths 
of the American taxpayer’s dollar next year—de- 
velops our most important inflationary potential. To 
offset the huge Federal deficit in the next six months, 
the Treasury expects to seek another $5 billion. If 
these funds are obtained from the commercial banks 
instead of the non-banking investors as was the 
principal method employed in the June financing, 
the consumer may possibly see another temporary 
upswing in inflation. Should the Treasury finally 
decide to by-pass the commercial banks, the latter 
will then be forced to grope for new avenues of 
investments as aggregate deposits pile up. The end 
result might be a certain amount of strength in 
medium and long-term municipal and corporate 
bonds. 

Another factor in the monetary supply that can- 
not be overlooked is the recently accentuated inflow 
of gold to this country. After building up their gold 
and dollar holdings roughly $3.5 billion following the 
outbreak in Korea, foreign nations have had to tap 
their reserves heavily. Already the dollar shortage 
abroad, especially severe in England and France, 
has necessitated the return of over $500 million in 
1952. Since these funds eventually wind up in the 
commercial banks, they have increased their lending 
power by at least five times, or $2.5 
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Because of the wage increases that will be derived 
from the steel walkout, inflation may receive another 
impetus. On the basis of the new recommendations 
in hourly pay, the cost of producing steel would be 
lifted approximately $1 billion annually. Coupled 
with the 1.4 million railroad, textile, aircraft and 
oil refining workers, who recently won escalator 
clause wage increases, personal disposable income 
is bound to make some gains. Added to the spiral 
of higher costs will be the resultant price rises in 
steel tonnage. 

Unexpected delays in the massive defense pro- 
gram have prevented the run-away inflation most 
Administration economists were predicting earlier 
this year. The rate of government expenditure is 
now nearing the maximum of $5 billion monthly, 
Where it is likely to settle down for some time. 
Rather than stimulating production excessively, our 
defense spending, if kept at an even keel, is more 
apt to maintain it at ordinarily prosperous levels. 
Primary reason for this abrupt change in thinking 
is the tendency for industry—after having invested 
$125 billion in the post-war era for expansion of 
plant and equipment—to be crossing into the danger 
zone of over-capacity. 


Other Factors Prevalent 


Several other factors contribute to inflation. 
While the consumer may not realize it because he 
hears about high inventories, there are signs that 
retail sales are improving. Department store selling 
for June advanced 6%. Optimism once again is 
being exuded in such lines as furniture, shoes and 
leather goods, electrical appliances and other con- 
sumer durables. Also important is the fact that this 
is an election year; the outcome in November will 
have a direct bearing on inflation. Although the 
platforms of both the Republicans and the Demo- 
crats call for sustaining prosperity, it appears that 
there will be less upward pressure if the Republican 
Party wins on the theory that military expenditures 
and foreign aid may still further be cut. 

Despite all these props to our economy, the aver- 
age investor is perfectly justified in wondering 
whether inflation is over. Like the alert consumer, 
he cannot help but (Please turn to page 506) 





billion. 

While the steel strike presently is 
a drag on our economy, it must be} yy" — 
regarded in the long run as an over- [ | 
all inflationary influence. True, in- | 
dustrial production in June fell to oR 
the lowest point since right after the 
start of trouble in Korea. But with 
steel inventories now approaching 
the danger point, a hidden deficit in 
output is being accumulated that has 
the earmarks of carrying the _ in- 
dustry well over into 1953. A preci- 
pitous drop has occurred in the 
demand for certain metals allied to 
the use of steel, as well as for coal 
and electric power. Automobile 
manufacturers have had to curtail 
operations, with lay-offs of workers 
taking place on a large scale. Since 
these are artificial drawbacks, how- 
ever, the losses eventually will be 
made up. 
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What Second Quarter Earnings Reveal 


By WARD GATES 


4 udged by corporate second quarter reports 
which are at hand thus far, the downward drift in 
earnings which set in during the final half of 1951 
has failed to come to a halt. A preliminary estimate 
indicates that net earnings of manufacturing and 
trade corporations declined about 10% during the 
second quarter of the year, which followed a 14% 
decline in the first quarter. Based on these figures, 
it is indicated that net earnings for the first half 
of 1952, on the average were approximately 18% 
below those of the same period last year. 

This decline has been due, in part, to the increase 
in expenses (largely labor costs), losses in inventory 
values, a decline of varying proportions in sales— 
a number of companies nevertheless are still hold- 
ing to the peak of sales—higher costs of selling, 
both for the sales force and advertising, and higher 
income taxes, though excess profits taxes have been 
declining. A factor in holding income tax payments 
to high levels has been the Mills Act, under which 
corporations pay in the first half of the year, 70% 
of their estimated yearly tax. With onlv 30% of the 
tax to be paid in the final half, however, earnings 
during that period should be benefited proportion- 
ately. 

About 75% of the corporations reporting had 
lower earnings in the first quarter than in the cor- 
responding period last year. When the complete 
figures for the second quarter are available, it is 
probable that an even greater percentage of com- 
panies will be found to have had declines in earnings. 

Among the more important factors accountable 
for the drop in earnings is the lower value in inven- 
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tories and the losses that a number of companies 
have to take as a result. The change in inventory 
values is roughly indicated by the decline in com- 
modity prices of approximately 4% in the past year. 
This includes almost the entire range of prices— 
aside from retail prices which have advanced about 
1%-—such as chemicals and drugs, lumber products, 
some electrical equipment, rubber products and, of 
course, most textile products which have suffered 
severe declines. On the other hand, petroleum prod- 
ucts and automobiles are higher and a number of 
miscellaneous products such as fertilizer materials, 
metals and iron and steel are practically unchanged. 
Widest earnings declines have occurred in com- 
panies representing the following industries, depart- 
ment stores, automobile accessories, liquor, chemical 
and drug, some food processors and some of the 
companies in the building industry. 


Inventory Position Interesting 


The over-all inventory position offers an interest- 
ing comparison with a year ago. Durable goods 
inventories have risen about $800 million in 1952 
and now stand at $23.5 billion, about $5 billion 
higher than a year ago due largely to defense require- 
ments.. On the other hand, soft goods inventories 
are down about $600 million and now total about 
$19.1 billion. Greatest progress has been made in 
reducing wholesale and retail inventories which are 
about $3 billion lower. Total inventories are now 
about $70.2 billion, divided: retail trade, $18 billion, 
wholesale, $9.5 billion, manufacturing, $42.7 billion. 
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From these figures, it may be de- 
duced that from the inventory stand- 
point, the soft goods industries, gen- 


ANNUAL RATES 
BILLIONS OF DOLLARS 


CORPORATE PROFITS, TAXES, AND DIVIDENDS 
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erally speaking, are commencing to 
reach a firmer basis as excess stocks 
have been moved to a _ substantial 
degree. However, the transfer of in- 
ventories into cash by many com- 
panies in the soft goods industries, 
and in the more depressed of the con- 
sumer hard goods industries, has been 
at the price of cutting deeply into 
earnings. This accounts for the poor 
showing in the second quarter, as well 
as the first, of some companies which 
have operated at comparatively small 
profits—or losses—despite that the vol- 
ume of sales have not declined pro- 
portionately. 


Corporate Tax About the Same 





On the whole, taxes cost about as 
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much as they did the year previous, 

the actual government take of total corporate profits 
being 61% against 60% a year ago. This small 
increase may seem surprising in view of the hike 
in corporate taxes which has taken place in the 
intervening period but is accounted for by the fact 
that the liability for income and excess profits tax 
is naturally lower as a result of the general decline 
in operating earnings. 

Probably the most important single factor in lower 
earnings is the steadily advancing wage rate. Numer- 
ous industries have raised their wages and, it is to 
be expected, that when the steel strike is settled, 


1951, $1.586; May, 1952, $1.658. Although official 
figures for the present month are not available, it is 
most likely they are higher now and will be still 
higher after the ending of the steel strike. 

Outside of products going directly into arms manu- 
facture or plant expansion, dollar volume of sales 
has not kept up to the rise in wages. This means that 
many corporations are faced with a squeeze on profits 
as they have no way of compensating for the higher 
wage cost as long as inventories remain heavy and 
prices tend to sag. Obviously, this has raised the 
corporate break-even point to an uncomfortable 















































anies still higher wages will be in effect not only for this degree so that even a small decrease in the volume 
atory industry but others directly affected by steel. of sales can result in a sharp decline in operating 
com- The steady advance in wages in the past year can income. Actually, with the total volume of corporate 
year. be seen from the following comparison of hourly sales unchanged from last year and total costs, out- 
ices— earnings for all manufacturing industries: May, side of taxes, approxi- (Please turn to page 499) 
ibout 
ucts, 
of : ? ; , 
she: Quarterly Sales, Profit Margins and Earnings of Selected Companies 
orod- Second Quarter 1952 First Quarter 1952 Second Quarter 1951 
38 of Net Net Net Net Net Net Nat Net Net 
rials, Sales Profit Per Sales Profit Per Sales Profit Per 
aged. (Millions) Margin Share (Millions) Margin Share (Millions) Margin Share 
com- Aveo Mfg. $65.3" 2.5% $ .18 $65.5° 2.8% $ .20 $72.5° 2.7% $ .21 
part- Beatrice Foods . §60° 9 50 56.18 3.4 1.81 54.7% 1.0 50 
ches! Consol. Textile 3.27 3.0 10! 3.27 6.8 231 4.87 11.5 601 
> the Dana Corp. 44.4: 5.6 99 41.7¢ 5.4 87 47.17 69 1.25 
Gleaner Harvester 3.18 15.9 1.23 1.35 13.5 44 1.6% 19.8 82 
Kelsey-Hayes Wheel 29.87 3.6 1.742 23.5! 5.0 1.90 29.0% 45 2.132 
Masonite Corp. sea IRS 7.0 58 10.47 8.7 68 10.1¢ ye 58 
Mathi Chemical .. 31.8 9.1 86 29.1 8.9 77 24.1 11.0 84 
McCord Corp. 9.57 4.5 1.06 8.87 4.8 1.05 10.47 5.0 1.30 
Mead Corp. 23.3% 4.3 953 25.53 46 1.013 26.2: 5.7 1.333 
rest- Murray Corp. 18.27 4.7 .83 14.07 4.6 61 41.37 66 2.68 
‘oods Philip Morris 78.69 3.14 1.004 72.39 3.5 92 77.8" 4.1 1.23 
1952 Robbins Mills 12.75 = (d) 4.3 (d) .78 14.15 02 (d) .07 7.45 WA 98 
llion Seeger Refrigeration 25.87 4.9 1.15 19.5% 6.5 1.15 28.27 4.6 1.21 
- Shamrock Oil & Gas wa «795 14.1 .83 7.6° 17.1 97 7.0" 18.9 99 
ulre- Sheaffer (W. A.) Pen... 4.98 4.3 264 4.86 5.9 35 6.16 11.2 85 
ories Superior Oil eee 19.5 7.90 17.27 19.0 7.73 16.47 22.5 8.76 
bout Wesson Oil & Snowdrift ....... 42.77 1.6 33 48.37 17 48 43.37 3.1 93 
le in Woodall Industries .............. 5.47 3:2 39 5.37 x5 .28 7.7% 43 77 
are Wyandotte Worsted .. Se 3.9° 42 .06 7.3° yy. 27 5.7” 6.5 32 
I AA nl 
now (d)—Deficit. 5—Fiscal year Nov. 30. 
lion 1—On preferred stock. 7_Fiscal year Aug. 31. 
10 ? 2—On combined Class “A” & 3B’ common stock. 6—Fiscal year Feb. 29 
lion. 3—12 weeks. 8_Fiscal year Sept. 30. 
y 
4—£stimated. °—Fiscal year Mar. 31. 
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CONVENTION 





By E. 


SENATOR TAFT probably was less to blame for his 
defeat in Chicago than were those who attached 
themselves to the Ohioan’s third, and probaby last, 
drive toward the highest political office in the coun- 
try. Left to his own methods the senator undoubtedly 





WASHINGTON SEES: 


Dwight D. Eisenhower having captured the 
Republican nomination for President now faces 
the necessity of capturing his own party before 
he can hope to make sufficient inroads upon the 
independents and the Democrats. His blitz of the 
convention recalls Wendell Willkie’s walk-away 
with the 1940 bid to lead the GOP fo victory, but 
it also brings to mind what followed: defeat. 

The old liners within the party woudn’t accept a 
come-lately and the Taftites already had hung 
that tag on the former general. The Ohio senator 
said he will support the ticket; he will, but he can- 
not control his followers. Unless Eisenhower “sells” 
the party leaders within the next month, he may 
as well return to the academic cloister of Colum- 
bia. Any necessity for winning over his own party 
continuing beyond a few weeks will give him in- 
sufficient time to move against the political enemy. 

The Republican nominee is likely to leave much 
of the travel and handshaking to his team-mate, 
Senator Richard Nixon of California. The Eisen- 
hower accent on youth program calls for that 
strategy and while Nixon is depicted up to now as 
the juvenile lead in the GOP show he has much 
more than youth (39 years) to commend him. 
He’s an able speaker and he proved his vote- 
getting strength in politically potent California in 
several elections. He is a vigorous foe of the New 
Deal, but once served it as a lawyer in the Wash- 
ington office of Emergency Management. In that 
respect he faces a handicap, however slight; he 
cannot bite too deeply into the hand that delivered 
his paycheck. 
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would have stayed away from the situations which 
gave devastating force to the reminder “thou shalt 
not steal”—a summation of the Texas delegate quar- 
rel with echoes in other states. His group controlled 
convention arrangements, but he would be too smart 
politically to select on his own, the program of 
speakers who were featured; he would have included 
at least a few top-notchers of the liberal bloc. There 
were none. 


YOUNGEST of the convention’s heralded spokesmen 
was Senator Joseph McCarthy, one of the most con- 
troversial personages in public life and certain to 
cancel out much of his effectiveness by that very fact. 
Senator Harry P. Cain of Washington, a marathon- 
like orator, put on a typical performance. The two 
principal performers are in their 70’s—Douglas 
MacArthur and Herbert Hoover. The general did 
not live up to expectations; looked for was an address 
matching the masterpiece delivered at the join ses- 
sion of congress after his return to the country. 
Both from the standpoint of effectiveness and show 
of affection, the “hit” speaker of the convntion was 
Herbert Hoover. 


CONGRESSIONAL action on the resolution to request 
President Truman to invoke the provisions of the 
Taft-Hartley Act asa means of terminating the stee] 
strike provided another test of the legislative attitude 
toward that statute. The vote:in the house was 228 
to 164 in favor of employing the T-H law. In 1947, 
107 votes were cast against the enactment. Two 
years later when a repealer motion came un, 203 
votes were cast in favor of erasing it from the books. 
And this year, the objectors were able to muster only 
164 votes in the steel strike test. Unioneers (at least 
their articulate leaders) were displeased, saw con- 
gress in need of “liberalization” at the polls. 


LIVING COST index due at the end of this month will 
show a new high. The Bureau of Labor Statistics is 
compiling data which will show that today’s dollar 
buys slightly more than one-half of what it would 
give to the consumer in the pre-Pear] Harbor days. 
Food prices have continued to rise, and they account 
for approximately 35 per cent of the average wage 
earner’s cost of living. 


THE MAGAZINE OF WALL STREET 








we ty 


Ww 


1S ec Iirr lo 10 oO Ile sie Mm 


mis lo 


TT 


I Tp. 








yhich 
shalt 


juar- 
olled 
mart 
n of 
uded 
‘here 


smen 
con- 
n to 
fact. 
hon- 
two 
iglas 

did 
lress 
ses- 
ntry. 
show 
was 


juest 
the 
steel 
tude 
228 
947, 
Two 
203 
0ks. 
only 
least 
con- 


will 
cs is 
yllar 
ould 
lays. 
ount 
vage 











The late (two days overtime) congress ad- 
journed in time for the Republican convention after fol- 
lowing a course long ago charted for election years and 
while it is a common practice to criticize the national 
legislature, this one seemed to ask for it more than 
usual. Some of the members will find re-election made 
more difficult when the record is spotlighted. Former 
Senator Henry F. Ashurst of Arizona, once edited an old 
adage to create “inconsistency thou art a jewel." Con- 
gressmen condemned the spoils system of government em=- 
ploying, harpooned President Truman for the practice, 
then rejected his proposition that all postmasters be 
placed under civil service. 






































After the nation had survived a displaced per- 
sons project for several years with no apparent loss and 
some obvious gains, congress went to the opposite extreme 
and passed a rigid immigration guota system. It further 
fenced in the United States by failure to act on state- 
hood bills for Alaska and Hawaii, and did nothing about giving Washingtonians the 
right to vote. (The latter situation is not as discriminatory as it may sound. Thou- 
sands of residents still vote in the states from which they came to enter federal 
service.) Creation of a point committee on the budget was denied although none raised 
the argument that it would do other than save the taxpayers some money. Neither house 
was ready to give up any of its "rights." 


























| The armed forces didn't get all they asked for, probably received more than 
they expected. There appeared little purpose in appropriating funds faster than they 
could be expended, and that's about what the original budget would bring about. So the 
cut there will not be felt. Mutual Security funds took a 2 billion dollar slice but 
oddly enough the amount allowed still was above the foreign aid approved when the 
better-known Marshall Plan was going great guns. The world situation, from this coun- 
try's viewpoint, was bettered by senate approval of the Japanese treaty and indorse- 
ment of the German pact. 





























The forecast by Rep. Clarence Brown of Ohio, when the GOP took over control 
of the house in the 80th Congress, that they would start each day with a prayer and end 
with a probe was about four years delayed. There were so many probes operating in the 
session just ended that many congressmen neglected other duties, at least found little 
time for them. Some were good, some were So-so. Senator Kefauver zoomed to national 























is on the path which the war contracts investigation made by Senator Harry S.Truman 
leads to the White House. 








Rep. Cecil King of California, began an inguiry which he thought would turn 
up a few isolated instances of abuse in the Bureau of Internal Revenue and he wound up 
with a full-fledged and highly important purge that isn't completed yet. King, who is 
not a lawyer, confides to intimates that the complexities of it all sometimes frightens 
him. He isn't accustomed to the prosecutor role. The one-man investigation of income 
tax fixing which Senator John J. Williams of Delaware, conducted was, perhaps, the 
most valuable of them all. It brought in sufficient latent tax money to pay for all the 
rest and the inflow still is running. 






































In retrospect, it is impossible to say that it was an Administration con- 
gress although the Democratic party held the White House and the numerical superiority 
on Capitol Hill. President Truman would not give an inch, wouldn't woo the Dixiecrats 
and, in, fact, constantly prodded them into resistance by frequent reference to the need 
for legislation which is fundamentally obnoxious to the southern tier of states. Soa 
coalition ran the show and it was almost safe to bet on what the senate would do on a given 
nomination or what both houses would do on a veto. The situation was reminiscent of 
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the mid-term Hoover Administration when the Democrats won control of congress and pro- 
ceeded to butcher the White House policies. It may or may not be significant to note 





that the party in power then lost the next election. 

Congress cut an estimated 4.5 billion dollars from the budget recommended 
by the President. That's a considerable amount from whatever angle it is viewed; actu- 
ally it isn't so much when it's considered that the White House asked for 85.4 billion 
dollars. In a body of such enormousness there always is excess fat that can be fried out 


with perfect safety. 





























What the federal government will spend in the next fiscal year cannot be 
determined with scientific accuracy. But there is some agreement on the figure of 81 
billion dollars. That would result in a deficit of about 12 billion dollars if the joint 
committee on internal revenue taxation is correct in its estimate that the revenue 
will stop at approximately 68 billion dollars. The several attempts to limit spending 
by legislative edict failed. The arguments against prevailed largely because a strait- 
jacket on disbursements could be little more than a pious declaration: it's not pos- 
sible to foresee emergencies and the government, like an individual, must meet con- 
tractual obligation. 
































The Citizens' Committee for the Hoover Report has just about gone out of 
existence. Some of its propositions were approved, some were rejected, others were 
ignored. But the basic purpose of putting some understandable arithmetic into govern- 
ment fiscal manipulations seems to have been passed over entirely. An example of the 
ailments for which no cure was prescribed: the congress appropriated 46.6 million dol- 
lars this year for military purposes and that should mean to Mr. Taxpayer that the armed 
services are held to that expenditure. That's far from the fact. 




















There already were 56.2 billion dollars left over from prior years appro- 
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checks for a total of 102.8 billion dollars and remain within its authorized limits. 
But, as before indicated, orders cannot be filled, obligations incurred, with a rapid- 
ity permitting so rapid a flow of dollars. In lesser degree, appropriations will fall 
short of expenditures in many civilian agencies. 
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and other departures are on the way. The exodus was Speeded by the appointment of Judge 
James P. McGranery as Attorney General. Three assistant attorneys general quit on a 
Single day; later Solicitor General Philip B. Perlman walked out. Perlman didn't try 
to suppress stories that he felt he couldn't work along with McGranery who once was 

an assistant attorney general himself. The others sidestepped the question. In justice 
to the new attorney general it should be noted that an approaching national election 

in which the White House incumbent is not a candidate almost invariably brings on resig- 
nations from federal offices. Private connections take on added attraction. 



































Home financing companies will be interested in a new ruling by the Veterans 
Administration. GI homesites near airports will not be approved for VA-guaranteed 























one-half mile from either end of an airport runway 4,000 feet or longer. If the runway 
is less than 4,000 feet long, the 1,000-foot wide banned area extends outward from each 
end of the runway for a distance of one-half the length of the runway. Existing houses 
within these areas still are eligible for VA-guaranteed financing, but will be subject 
to lower valuations. No mention is made of the series of tragedies visited upon Eliza- 
beth, N. J., just outside the Newark Airport, but the association between those catas- 
trophes and the new order seems clear enough. 























More than 13,000 petitions for wage increases are backlogged in regional 
and national offices of the Wage Stabilization Board. The work load had been so heavy 
WSB looked for substantial increase in its budget to process the cases, called attention 
to the possibility that delay might invite work stoppages, strikes. Congress replied 
by reducing the funds, gave serious consideration to abolishing the board. 
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The real danger in the im- 
mensely rich continent of 
Africa is that a clash over 
rising nationalism may be 
exploited by the commu- 
nists. 


AFRICA 


A New Mecca for Wealth 
By V. L: HOROTH 


 —_— from Africa are likely to be buried 
in the back pages of our newspapers even in less 
eventful days than these. But pieced together the 
seemingly unimportant bits of reporting from 
strange sounding places tell a fascinating story of 
revolutionary changes, the implications of which are 
likely to grow in importance as time goes on. The 
Europeans have come to regard Africa as the ex- 
tension of their Continent—hence the name “Euro- 
africa”—a sort of European “Far South” with all 
the connotations of adventure and economic possi- 
bilities that the “Far West” had for Americans a 
few decades ago. 

All over Africa new sources of industrial raw 
materials are being uncovered. This is the primary 
fact in Africa’s new importance. As the white spots 
on the geological maps of this woefully neglected 
dark continent are being filled in, the realization is 
growing that Africa not only is one of the most 
mineral-rich areas in the world, but also that its 
rivers and coal deposits have great potentialities as 
the source of motive power for the vast industrial 
concentrations of the future. The significance of 
this natural endowment is particularly great in view 
of a recently published report which warns that the 
existing natural resources of Western Europe and 
the United States cannot last long if they continue 
to be tapped at the present rate. 
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It so happens that Africa’s important minerals 
and metals are found bunched together in “the spe- 
cialized mineral territories”. The most important of 
these areas is the one that extends from the south- 
ernmost part of the Belgian Congo into neighboring 
Northern Rhodesia and Angola. This area produces 
nearly one fourth of the world’s copper, apart from 
its zinc, lead, cobalt, tin, gold, silver, diamonds, tung- 
sten, manganese ore, lithium, cadmium, tantalite, and 
columbite. The Shinkolobwe mine near Jadotville in 
the Katanga section of this area is also the world’s 
largest producer of radium and uranium ores and 
an important dollar earner for the Belgian Govern- 
ment. 

Another highly mineralized area exists in South- 
ern Rhodesia with copper, chrome ore, iron ore, gold, 
silver, tin, and asbestos present. This area is famous 
also for its coal which is found in thick seams close 
to the surface; it is said that it can be mined at a 
cost of less than a dollar a ton. The third mineralized 
area, the Union of South Africa (together with 
Southwest Africa), is the world’s largest producer 
of gold and diamonds, and there are important de- 
posits also of asbestos, manganese ore, chrome ore, 
uranium ore, lead, zine, tin, and tungsten, with 
plenty of coal and iron ore to boot. 


Valuable Mineral Deposits 


Of the other mineralized areas, Nigeria, chiefly 
known for lead, zinc, and tin, broke into the news 
recently with a discovery of uranium and niobium 
deposits, said to be the largest in the world, near 
the Haussaf city of Kano. In French North Africa, 
which produces bauxite, phosphates, manganese, 
antimony, zinc, lead, and a number of other minerals 
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and metals, the French Morocco’s Atlas range is 
coming in for special attention from American cap- 
ital interested in the newly-opened zine and lead 
mines. 

Latest discoveries point to the existence of other 
“mineralized areas”. It is reported that in the Ruven- 
zori range high grade copper deposits have been un- 
covered, great enough to double the output of the 
Belgian Congo. Copper has been found in workable 
quantities also in Kenya and Tanganyika. The latter 
is likewise becoming an important tin and diamond 
producer, and American capital is reported to be 
interested in boosting its lead output. 

Another highly mineralized area is being mapped 
out in the large Portuguese colony of Angola hither- 
to known chiefly as a gold and diamond producer. 
Other promising areas exist in the Niger and Upper 
Volta sections of French West Africa which also 
boasts rich iron deposits. There is plenty of high 
grade iron ore throughout West Africa, the chief 
problem being transportation. At present, exploita- 
tion is centering chiefly on those deposits located 
near the coast notably Sierra Leone, worked by the 
British; the Conakry region, worked by the French; 
and the Liberian Bomi Hills mines from which ore 
is now being shipped to the United States. 

Other economic developments that are changing 
the face of Africa include the development of hydro- 
electric power and the expansion of manufacturing 
industries. Two huge power projects already under 
construction, (1) the Owen Falls Dam in Uganda 
(where the Nile flows out of Lake Victoria) and (2) 
the Kariba Gorge project on the Zambezi river in 
Southern Rhodesia, will probably be centers of man- 
ufacturing and processing activities. In Uganda a 
new manufacturing center is rising around Jinga, 
a native village a few years ago; there are textile and 


sugar mills, and chemical and metallurgical plants 
are being built. Nairobi in Kenya has grown into a 
small metropolis with remarkably diversified manu- 
facturing. Cement factories are rising in Southern 
Rhodesia, while plywood manufacturing is among 
the latest industrial ventures introduced in West 
Africa. 

The exploitation of industrial raw materials, the 
spread of industry, hydroelectric power development, 
new highways and the automobile, are unquestion- 
ably changing Africa economically, But there have 
also been accompanying social and political changes. 
The African society that has been based on tribal 
relationship is disappearing. The African village is 
no longer self-sufficient. It now must import and 
export products or labor. Mining compounds are 
growing in size and number and so are African 
cities, some with a population of several hundred 
thousand people. 

The old tribal pow-wows are giving way to political 
party meetings and by this time parties in remark- 
able array have sprung up, organized along tribal, 
racial and religious lines. There are radical socialist 
parties and even communist cells although commun- 
ism as such does not seem to attract the African 
except perhaps in the Union of South Africa. There 
are important native co-operatives and also native 
banks and financial institutions, especially in French 
North Africa and British West Africa. 


Awakening of Continent 


Briefly, the African is awakening politically and it 
is not difficult to foresee that this new nationalism 
will bring about a crisis in colonialism. The timing 
may differ from country to country. In the Belgian 
Congo, rated as a model of colonial administration, 























Africa: Metal and Mineral Production 
Actual Production Share in World Output 
(in metric tons) (in per cent) 
1937 1949 1937 1948 Chief Producers 
Copper : 424,000 446,000 17 18 Belgian Congo, No. Rhodesia, Union of South Africa 
Lead ; 52,000 107,000 Southwest Africa, Fr. Morocco, Tunisia, No. Rhodesia 
Zinc ‘ 37,000 113,000 Belgain Congo, No. Rhodesia, Southwest Africa, Algeria 
Cobalt 2,970 4,960 85 80 Belgian Congo, French Morocco, No. Rhodesia 
Tin concentrates 21,980 24,000 10 15 Belgian Congo, Nigeria, Union of South Africa, Uganda 
Antimony 1,090 6,740 3 12 Union of So. Africa, French Morocco, Algeria 
Tungsten 370 900 1 2 Belgian Congo, Uganda 
Vanadium 825 320 42 19 Southwest Africa, No. Rhodesia 
Uranium 1,1001 Belgian Congo, South Africa, Nigeria 
Bauxite 51,000 157,000 Gold Coast, Fr. West Africa, Mozambique 
Chrome ore 446,000 670,000 35 31 Union of So. Africa, So. Rhodesia, Sierra Leone, Madagascar 
Manganese ore 1,273,000 1,669,000 21 29 Gold Coast, Union of South Africa, Fr. Morocco, Angola 
lron ore 5,980 6,940 3 3 Algeria, Siarra Leone, Spanish Morocco, Tunisia 
Magnesite 16,3802 1 French Morocco 
Asbestos 78,006 169,000 13 14 So. Rhodesia, Union of South Africa, Swaziland 
Barite 2,800 18,800" 1 
Corundum 2,260 2,650- , Union of South Africa 
Graphite ; ; 10,055 10,2802 8 A Madagascar, Union of South Africa 
Mica 2,415 2,585- 4 Moatagascar 
Phosphate rock 3,790 5,780 36 36 Algeria, French Morocco, Tunisia 
(in millions of oz. — thousands of carats) 
Gold : ve 13.9 13.6 47 59 So. Africa, Congo, Gold Coast, So. Rhodesia 
Silver Basaee * 5.2 5.6 2 8 Union of South Africa, 
Diamonds : : 9.3 13.8 97 98 Congo, Union of So. Africa, Gold Coast Sierra Leone, Angola 
1—1940, 
2—1948. 
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= ctemery 
Expansion of African Trade By Regions 
(in millions of dollars) 
Egypt Union French Gold Total 
& of So. North Belg. Coast & All 

Sudan Africa(a) Africa Congo Nigeria Others 
| 
IMPORTS: 
| 1928 279 393 343 45 131 340 1,531 
| 1938 213 495 249 35 77 309 1,378 
| 

1946 378 973 442 74 140 534 2,541 
| 1949 ‘ ; : ard abe 753 1,311 967 229 376 1,645 5,281 
; 1950 ; : : 641 946 909 193 277 1,443 4,409 
| 1951 787 1,444 1,208 308 410 1,954 6,111 
| 

EXPORTS: (excl. Gold) 

1928 is . 309 229 263 32 146 242 1,221 
| 1938 - WS 141 244 59 76 310 996 
| 
| 1946 . 326 400 321 121 156 440 1,764 

1949 624 567 602 235 464 1,333 3,825 | 

1950 ; 599 724 629 261 419 1,341 3,973 | 

1951 ; 767 985 736 387 597 1,706 5,178 

(a)—Including Southwest Africa (Mandate). 

| | 




















any clash between the colonizing power and the 
natives will be in the distant future, if at all. For 
one, the native population in the Congo is hetero- 
genous racially and linguistically. Furthermore, the 
Belgians have provided many social services: hous- 
ing, technical training, good hospitals and public 
schools. Their 10-year development plan calls for a 
further extension of these facilities. 

But there are few native college graduates in the 
Belgian Congo—the Belgians regard them as mis- 
fits—not as in the British parts of Africa where the 
thin layer of educated natives has been the core of 
agitation for self rule. It is in French North Africa 
that the nationalist movement is the best organized 
and supported by all classes. As it happens, in North 
Africa the solution is also more difficult than else- 
where because of large numbers of white settlers. 
While the French have agreed to some concessions in 
Tunis and Morocco, they have not fullfilled their 
promises with the result that the leadership of the 
nationalist movement is passing from moderates into 
the hands of extremists. Ironically one of the chief 
arguments of the nationalists in French North 
Africa is that neighboring Libya, a former Italian 
colony, attained its independence last December 
although the Libyans were much less prepared to 
covern themselves than the Algerians, the Tunisians 
or the Moroccans. 

The first country to attain independence under 
the United Nations auspices, federated Libya, con- 
sists of three independent areas, Tripolitania, 
Cyrenaica and Fezzan, united under the person of 
King Idris I, an old Senoussi fighter. As the New 
York Times commented last December: “Of all the 
strange and probably foolish things done since the 
war in the name of nationalism, the creation of this 
kingdom takes the prize.” 


Lybia—An African Orphan 


Although almost one-fourth as large as the United 
States, Libya has very little to go on. Some 114 mil- 
lion people live dispersed in a few oases and along 
the coast. The rest of the country is mostly barren 
desert. There are no mineral resources. After much 
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work and heavy capital expenditures, the former 
colonizers, the Italians, were beginning to get some 
results (olives, wheat, wool) but the war interrupted 
this progress. The British for military reasons re- 
fused to let the Italians come back with the result— 
as noted by a correspondent of the Christian Science 
Monitor—that the Libyan economy is now in a grave 
danger of sinking back into the primitive pastoral 
economy with invisible social and economic conse- 
quences which may jeopardize the very existence of 
the new State. 

With agriculture declining and practically no in- 
dustries the main source of foreign exchange will 
be grants of various kinds and the funds spent on the 
maintenance of important military and civilian air- 
fields by the United States and Great Britain. Bar- 
ring that, the western part, the Tripolitania, will 
probably gravitate economically and politically to- 
ward Italy, while the eastern part, Cyrenaica, may 
seek closer ties with Egypt. 

The next country slated to get either full inde- 
pendence, or a dominion status within the British 
Commonwealth or under the Egyptian Crown, or ¢ 
trusteeship under the United Nations, is the Anglo- 
Egyptian Sudan, a country which has undisputed 
viability when compared to Libya. More than one- 
third as large as the United States and with nearly 
9 million people, the Sudan is an important producer 
of cotton, cottonseed, tobacco, and gum arabic. A 
higher production level will be possible when more 
water can be squeezed from the Nile for the irriga- 
tion of northern plains. 


British Influence in the Sudan 


The Sudan is officially a condominium of Great 
Britain and Egypt, but actually Egyptian influence 
(except for some political agitation) has been nil 
for the last 30 years. There are about 200 Egyptian 
officials in minor positions and a battalion of Egyp- 
tion troops. Last year, however, the Egyptians, 
abetted by the British weakness in Iran, redoubled 
their agitation for “the unity of the Nile Valley”, 
making it their condition for the accord with the 
British. (Please turn to page 508) 
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BANK EARNINGS 
—For The First Half 
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By J. S. WILLIAMS 


Abithough nearly all of 
the nation’s banking system 
was burdened with the 
heaviest income taxes in 
history, earnings of com- 
mercial banks were gener- 
ally higher for the first six 
months of 1952 than for 
the similar period last year. 
Were it not for the tre- 
mendous tax “bite” result- 
ing from the higher excess 
profits levies, net profits 
would have reached an all- 
time peak despite heavier 
operating costs. In some 
cases income tax increases 
were as much as 47% ahead 
of the 1951 assessment, 

Chief reason for the im- 
pressive profits after taxes 
was an upward swing in 
gross income resulting pri- 
marily from a sharp jump 
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With the greater exten- 
sion of credit, three out of 
four banks were able to 
show higher deposits. How- 
ever, the increase was en- 
joyed particularly by the 
larger banks. For example, 
the three biggest—Bank of 
America, National City and 
Chase National — all regis- 
tered healthy progress in 
deposits. Combined deposits 
for all of the reporting 
member banks rose $2.4 
billion to $87.2 billion, or 
2.8%. A year ago the gains 
were considerably greater, 
resulting from the sweep- 
ing effects of the outbreak 
of the Korean war upon 
credit, money, prices, trade 
and production. At that 
time the rise for the fifteen 
largest institutions in New 
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in aggregate loans. Report- 
ing member banks’ loans 
increased $1.3 billion to a total of $37 billion since 
the first of the year, with a decided gain in second 
quarter commitments. Lifting of the Voluntary 
Credit Restraint program contributed toward re- 
versing the trend, but was not the sole determining 
factor. An improvement in retail sales, some reduc- 
tion in inventories, and a desire to participate in the 
new 238% government bond issue inspired many 
customers to call upon their banks. 

Aside from the strength in lending volume, the 
rise in gross income was also due to better yields 
on security investments and in the higher interest 
rates for money almost all along the line. However, 
while last December’s move by the New York banks 
to put the cost of prime commercial paper at 3% 
was enthusiastically received by the banking system 
as a whole, it is noteworthy that a few of the top- 
size banks have held such loans to the old rate. 

At present, there is a growing belief among New 
York bankers that they may be forced to reduce 
their rates to the previous level by the end of this 
year, inasmuch as reserves are beginning to pile up 
once again. The answer to the threatening accumu- 
lation of funds, they maintain, is the marketing of 
a bank eligible long-term issue by the Treasury to 
attract these idle funds. 
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York was 6.6%. Since June, 
1951 total resources for 
these same New York banks were up $1.7 billion, of 
which approximately one-half was in the last six 
months. 

Unlike most of 1951, when the commercial banks 
sold a substantial part of their government issues, 
especially the longer term bonds, the amount of 
Treasury securities held has climbed once again. 
The figures for the reporting member banks during 
the first half of the year almost reached $33.6 bil- 
lion—an advance of $1.4 billion. But the bulk of the 
shift occurred in June following the marketing of 
the new public debt. Although this offering was lim- 
ited to non-bank investors, it was not long before 
the commercial banking institutions began a process 
of gradual absorption, which is becoming more evi- 
dent every day. Government securities now account 
for 26% of total assets as against nearly 29% a 
vear ago. It appears that by the end of this year 
holdings will exceed both the 1951 mid-year and 
annual figures. 


Capital Up Slightly 
Cash reserves showed little change since the end 


of the year, declining a mere 0.8%. Capital, on the 
other hand, expanded $200 million, despite the handi- 
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cap of Federal taxation, which so severely limits 
banks earnings. As a matter of fact, the increase 
was due principally to stock dividends rather than 
to the transfer of undistributed profits to the capital 
account. 

Banking’s leading problem today stems from the 
deficiencies in capital structure. There is widespread 
recognition of the need to bolster the capital ac- 
counts of commercial banks and to halt the declining 
trend in the ratio of capital to risk assets. Because 
of our semi-wartime state, banks are handling a 
record volume of activity. There are twice the num- 
ber of checks now clearing through a bank in a 
normal business day as there were in 1941. To meet 
the huge lending program for expansion of defense 
industries, banks have required larger capital. Many 
have had to clamp down on loans in order to keep 
within their legal limit. 


Prices Below Book Values 


Since the pressure on bank earnings caused by 
high taxes is responsible for bank stocks selling 
substantially below their book values, it is becoming 
increasingly difficult to attract new capital into the 
investment market. At the same time, the current 
tax law prevents banks from building capital funds 
from earnings while remaining in a position to pay 
satisfactory dividends. To point out the fallacies of 
the present excess profits law in respect to banks, 
the maximum return permitted on all invested cap- 
ital above $10 million is 3.84% before the excess 
profits tax applies. This is why the average return 
today for leading banks is lower than for most other 
U. S. industries. An analysis made in 1951 of 304 
commercial banks representing all types and sizes 
shows that the net return was 8%, as compared to 
11.4% for 3,409 corporations of various kinds. 

The capital ratio trend for all banks has dropped 
steadily from 35% in 1875 to 7%. However, this 
rather alarming drop has been mitigated to a certain 
degree by such factors as the constant improvement 
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Interest Rates 





Money Rates Year Ago Latest 
Commercial Paper, 4-6 mos. Fateveaensscianie- re 2.31% 
Bankers Acceptances, 90 days ...................... 1.62 1.75 
Stock Exchange Call Loans ........................... . 2.12 2.50 
Treasury Bills, 3 mos. ; iesanceul se tisn toe ee 1.70 
Treasury Certificates, 9-12 ER ORES) 1.67 
Treasury Notes, 3-5 yrs. ..............:ccceeee 2,02 1.97 
Bank Rates Charged Customers ............. . 22 3.79 
F.R.B. of N. Y. Rediscounts ...... ee 1.75 1.75 

Bond Yields 
U. S. Treasury, over 15 yrs. 2.63 2.60 
Municipal, High-grade 2.12 2.07 
Industrials—Moody’s 2.91 2.98 
Railroads—Moody’s : 3.29 3.31 
Public Utilities—Moody’s , 3.11 3.19 








in character and quality of bank assets, which tend 
to balance it. 

Several formulae are currently being studied to 
fix definite capital standards for determining a level 
of protection to the stockholder in the future. One 
is to return to the old 10% ratio of capital to de- 
posits, which was discarded during World War II. 
The Federal Deposit Insurance Corporation favors a 
ratio of capital funds to total assets while the New 
York State Bankers Association prefers a ratio re- 
lating capital to deposits less riskless assets. In 
the meanwhile, the latter organization regards a 
5 to 1 ratio of deposits at risk to capital funds as a 
satisfactory yardstick. 

The lack of growth in capital structure is one of 
the main reasons for the rush of bank mergers since 
World War II. Over 400 of the country’s financial 
institutions have already merged. In New York City 
alone, more than a dozen banks have been consoli- 
dated, with deposits involved amounting to over $1 
billion. As a result of mergers, the larger banks in 
New York have absorbed (Please turn to page 504) 
































































































































Statistical Data on Leading Bank Stocks 
Total %, of Total Assets 
Book Value Deposits Assets Ss Loans Net Per Share* Indicated 
Per Share 6/30/52 12/31/51 6/30/52 — Gov't & Ist Half Current Recent _ Div. 
6/30/52 12/31/51 (Millions) ———_ Securities Discounts 1952 1951 Div. Price ‘Yield 
Bank of Amer. N.T.&S. A... $ 17.67 $ 16.97 $6,881 $6,815 $7,568 21.2% 487% $1.29 $212 $1.60 29% 5.4% 
Bank of Manhattan 33.27 32.90 =—:1,225 1,253,341 23.9 37.8 1.20 2.04 ~=—1.40 34% 4.1 
Bankers Trust 57.31 56.29 1,896 1,944 2,113 21.8 44.4 1.941 3.491 200 46% 43 — 
Chase National... 49.65 48.81 5,236 5,149 5,697 21.6 38.5 1.64 2.90 1.80 38% 4.7 
Chemical Bank & Trust 48.27 47.31 ~—«i1,707_—si1,775 1,873 24.4 38.4 1.96 333 200 46% 4.3 
Continental Illinois (Chi.) 86.76 84.96 2,331 2,480 2,555 42.1 25.3 846 4.0027 84 47 __ 
Corn Exchange, N.Y........... 66.07 65.21 768 788 822 466 175 244 452 3.00 664 45 
First National of Chicago 202.95 193.76 2,368 2,477 2,582 29.8 41.0 18.18 8.00 231 3.4 
First National of N. Y. 474.44 472.04 600 _—«609 749 303 31.5 12.41 25.15 20.002 3735.4 
Guaranty Trust . 7 382.18 377.97 2,624 2,699 3,059 24.7 45.7 10.72 17.58 1450 296 48 
unser Gaus (ike) OT. 116.24 115.44 1,559 1,663 1,732 30.9 35.1 5.98 4.00 90 4.4 
Irving Trust ............... coe 24.13 23.92 1,312, 1,241 1,460 26.2 39.4 n 1.40 1.10 21% 5.2 
Manufacturers Trust .......... 66.25 63.92 2521 2,569 2,732 30.1 30.0 2581 693 260 60% 43 
National City of N. Y.9........ 51.31 50.69 5,683 5,549 6203 26.2 35.2 1931 298 2.00 47% 42 {i 
New York Trust ...... . 119.24 116.96 741 704 826 30.4 39.8 4.28 8.09 5.00 115% 43 
Philadelphia National ......... 92.83 91.47 811 813 890 25.3 33.9 3.854 7.28 5.00 107% 46 
*—Net indicated earnings. 2—Plus stock. 4_Indicated. 
1_Net operating earnings. 3—Including City Bank Farmers Trust Co. 
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Re-appraisals 


of Values; Earnings and Dividend Forecasts 


* * 


* 


Prospects and Ratings for Food, Dairy, Sugar and Tobacco Stocks 


Part If 


The investor has rarely had a more complex 
set of conditions to consider in formulating his in- 
vestment program and in checking his securities 
to determine whether changes should be made in 
his portfolio. The difficulties in his way are neces- 
sarily multiplied by the rapidity with which trends 
in earnings are affected by such factors as high 
income taxes, fluctuations in consumer buying, 
changes in government controls of prices and alloca- 
tions of materials, variations in the price level and 
the latter’s effect on the value of inventories. 

For the past year, earnings reports have re- 
flected a decline in the profit margin and, conse- 
quently, earnings. Under the circumstances, inves- 
tors are trying to discover whether this trend will 
continue or whether earnings can be stabilized 
around current levels. Obviously, such influences 
bear heavily on dividend prospects and security 
values. It is, therefor, of the greatest importance 
for the investor to obtain as much information as he 
can. 

To assist our readers in ar- 


numerals indicate current earnings trends thus: 
1—Upward; 2—Steady; 3—Downward. For example, 
Al denotes a stock of high grade investment quality 
with earnings increasing. 

Stocks marked with a “W” are recommended for 
income return. Issues with above-average possibili- 
ties for appreciation are marked “X.” Purchases for 
appreciation should be timed with the investment 
advice given in the A. T. Miller market analysis in 
every issue of this publication. 

To make the fullest use of this feature, we suggest 
that the reader pay careful attention to the descrip- 
tion of each industry as given in the text. This gives 
the up-to-the-minute situation especially with regard 
to the major factors affecting these industries. By 
using this material as a background, the reader is 
enabled to tell whether the industry in which he holds 
securities is in an up-trend or the reverse. 

The tables, of course, are of great importance as 
they present the essential facts concerning the com- 
panies listed, such as a comparison of profit margins, 

dividends, yields and the price 





range. These tables enable the 





riving at sound investment con- 


clusions under prospective . 
conditions, The Magazine of Wall ee 
Street presents its Mid-year : 
Dividend Forecast and Re-Ap- Mid-year 
praisal of Security Values. This Re-Appraisal 





reader to tell at a glance which 
companies are making progress 
and which are failing to make 
headway. This will enable him to 
place his own company in its 





includes a description of the con- 
ditions under which the leading 
industries are operating, with 
an eye to their immediate trends 
and their bearing on corporation 
profits. In addition, we present 
tables for each group of stocks, 
covering in most cases such im- 
portant data as earnings, oper- 
ating margin, sales, dividends 
and yields. The stock of each 
company listed is rated accord- 
ing to investment quality, based 
on the financial position and 
earnings and dividend prospects. 

The key to our ratings is as 
follows: A+, Top Quality; A, 
High Grade; B, Good; C, Fair; 
C, Marginal. The accompanying 
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Among the important indus- 
tries covered in six consecutive 
issues are: 


Railroads* — Foods — Dairies — 
Sugar — Soft Drinks* — Tobacco — 
Textiles — Building — Rail Equip- 
ment — Farm and Office Equipment 
— Automobile Accessories — Electri- 
cal Equipment — Utilities — Steels — 
Metals — Machinery — Chemicals — 
Merchandising — Oils — Movies — 
Rubber — Non-ferrous Metals — 
Paper — Aviation — Specialties. 


*—July 12th issue. 
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actual position as compared with 
other companies in the same field. 

Earnings figures given are 
based on the statements covering 
the first six months of the cur- 
rent corporate year in practically 
all cases. Where the fiscal period 
ends in a different month than 
June, a notation of this has been 
made. 

Subscribers will appreciate 
that we have made every effort 
to make this feature as useful 
and comprehensive as possible. 
We suggest that the tables and 
accompanying text be kept for 
future reference. In that way, we 
believe, the greatest value will 
be obtained by investors. 
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By STANLEY DEVLIN 


» a managed economy dedicated to the 
welfare of the producer as well as of the consumer, 
the “forgotten man” is the processor in the middle. 
No one cares whether he survives—at least, no one 
but management and stockholders representing the 
processing industries. For a generation, especially 
in recent years of price regulation, conditions have 
been growing increasingly difficult for concerns en- 
gaged in preparing and marketing agricultural prod- 
ucts. Government agencies have been traditionally 
solicitous of the farmer’s prosperity and just as 
anxious to “hold the price line” for city consumer. 
To eke out a reasonable margin from the distribu- 
tion of food the dairy companies and other proces- 
sors have had to face a difficult situation. 

Under the circumstances, this group of industries 
has accomplished a commendable task. Food prices 
have risen modestly considering the advance in costs 
of packaging materials, of transportation and of 
labor in handling merchandise and preparing it for 
consumption. Significant improvements have been 
attained in preparing foods in distinctive packages 
so as to attract consumers and to facilitate distribu- 
tion. The rapid increase in population has aided in 
broadening the consumer market and contributing 
to larger volumes that help reduce costs. Steadily ris- 
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Food & Dairy Companies 
Widen Profit Margins? 


ing purchasing power, 
enabling consumers to 
satisfy their desires 
for luxury products, 
also has been a prime 
factor in contributing 
to the steady expan- 
sion in sales of pro- 
cessed foods. 

In a review of a 
broad list of companies 
engaged in several 
phases of the food 
business it is neces- 
sary to be selective. 
Some industries are 
likely to fare better 
than others. Different 
factors are evident in 
dairy products, for ex- 
ample, than in baking 
and milling, Generally 
speaking, however, ex- 
penditures on food 
tend to follow’ the 
trend of disposable net income. With wages again 
climbing, all indications point to further enlarge- 
ment of personal income this year despite some loss 
of employment due to strikes or to shortages of 
critical materials. Heavier personal tax rates applic- 
able to 1952 income will hold down net available for 
necessities to some extent, but on the whole econo- 
mists estimate that the nation’s purchasing power 
is likely to range slightly higher than in 1951. This 
is the most important factor expected to stimulate 
consumption of packaged foods and dairy products. 
Materials seem likely to decline slightly. Hence, 
margins may be a little more satisfactory this year. 

Following a general discussion of principal factors 
affecting operations of important segments of food 
processing, detailed comments will be presented of 
representative companies. These will illustrate what 
may be expected to be encountered in studying con- 
ditions affecting varying activities. In addition, a 
comprehensive compilation of latest available statis- 
tics is presented which may prove helpful in apprais- 
ing prospects for leading concerns. 

Fundamental conditions generally are favorable 
for this group—aside from the fact that price con- 
trols impose handicaps. Even here, restrictions are 
comparatively unimportant at the moment. Dairy 
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products are not controlled, so that processors may 
adjust their prices in accordance with fluctuations 
in costs of raw materials. Grains and many other 
agricultural items are selling below ceiling levels, 
so that processors’ margins may be maintained at 
approximately normal limits. Rising labor costs 
pose a threat, but wages constitute a comparatively 
small proportion of selling prices and there seems 
to be some possibility that reductions in farm prod- 
ucts may compensate for advances in wage rates. 


Consumption High 


A strong consumption factor is evident in dairy 
products despite a pronounced shift in consumer 
preference from butter to margarine. This condi- 
tion may be attributed chiefly to the exceptionally 
sharp rise in the birth rate. Babies and children up 
to teen age are the major customers of dairy farm- 
ers. Production of milk this year is expected to hold 


at about the 1951 total approximating 120 billion 
pounds. The number of milk cows on dairy farms 
has shown little evidence of growth, while farm 
labor has been difficut to obtain. The quantity of 
milk available for manufacturing may be reduced, 
and the shrinking market for butter may permit 
diversion of milk to other manufactured products. 

With prospective consumer demand for products 
other than butter tending to rise and with supplies 
apparently limited by lack of growth in dairy herds, 
a firm price tone may be expected to prevail for 
dairy products. Excellent controls are maintained 
in distribution channels, and normal margins should 
be readily obtainable. Accordingly, the outlook for 
leading processors such as the Borden Company, 
National Dairy Products, Beatrice Foods, Best Foods 
and others appears fairly promising. 

The recent repeal of restrictions on the sale of 
colored margarine in New York has opened a vast 
market for margarine, and this development is ex- 


























































































































Pertinent Statistics on Leading Food Processors 
Net Sales Net Per Share———— 
Full Year Operating Full Indicated Invest- 
1951 Margin Ist Quar, Ist Quar. Year Current Recent Div. ment 
(Millions) 1951 1952 1951 1951 Div. Price Yield Rating COMMENTS 

Beatrice Foods ................ $228.61 3.3%  $ 502 $ 502 $3.621 $2.25 35% 63% A High | purchasing power promises to 
sustain demand for products. Earnings and 
dividends should show little change from pre- 
ceding year. 

Beech-Nut Packing .......... 74.1 8.3 43 1.14 2.56 160 30% 5.3 B3 Without non-recurring profits, earnings show- 
ing modest dividend coverage; lower net 
income for 1952 indicated. Little improvement 

a a ale ie rrecell in margins foreseen. 

Best Foods . 89.23 6.2 1.964 3.084 3.202 2.50 32% 7.6 B3 Relaxation in restrictions on sale of colored |} 
margarine contributing to larger volume. Nar- 
rower profit margin indicates more cautious 

_ dividend rate. emi. 

Borden Co - 732.0 °+#«5.1 4.20 280 53 53 £4A2 Expansion in sales and larger contributions 
ee eee R : pen RE ‘ ‘ ‘i from chemical activities may lift earnings 

slightly and assure $2.80 to $3 dividends. __ 

California Packing 20061 68 3.701 1.50 25% 5.9 B2 Contraction in forward buying contributed to 

iit . ‘ sharp earnings drop last year; modest im- 
provement foreseen for 1952-53. Regular $1.50 
dividend seems secure. 

Clinton Foods 122.55 5.7 o16 = =: 1.716 385 .2018 1912 18 C3 Sharp decline in earnings and uncertainty 

. + ‘ in citrus concentrates becloud outlook. Earn- 
ings prospect meager this year. Dividend 
x sh tn f resumption doubtful. 

Consolidated Grocers... 174.05 3.1 787 2.508 2.99% 150 14% 10.4 C3 Gradual decline in raw materials costs to 
improve distribution margins. Price controls 
restrictive influence. Doubt evident in gener- 
ous $1.50 dividend. 

i i Risi distributi t id umer resist- 

Continental Baking 170.1 5.7 .23 .97 3.00 1.60 17 9.4 c3 poston ba se pre Rao nalagesed eee Gaaiion 
margins, but high national income favorable. 
Regular $1.60 safe. 

ee P Good outlook for corn supply and fair prices 

Corn Products Refining... 187.8 10.9 72 1.30 5.09 3.60 67'2 5.3 A3 } asl Sac sae camel, tak end Gee oe 

cline. Maintenance of $3.80 dividend likely. 
a Stability of demand for prepared cereals aids 

Cream of Wheat...... é 98 25.1 33 36 1.92 160 25 6.4 B2 achat al Gauain. Palen Gao Gees ee 
erately. Dividend coverage adequate for regu- 
lar $1.60 rate. 

. Outlook for lower raw materials costs favor- 

General Baking .. 114.2 4.4 09 29 1.24 80 11% 7.0 C3 ac. Game OF eae Ula cee Gale 
earnings gains. Moderate dividend may be 
maintained. 

ERT I a 59999 a ne re a y 45% Development of new products, enlargement 

General Foods 589.2 8.5 “ 2 +3 a2 of volume promise to sustain sales poe earn- 

5 ings at about 1952 rate. $2.40 dividend secure. 

“ER He age gl0 «5 co 10 f Aggressive promotional activities contributing 

General Mills see 435.9 57 492 2.50 35 — a2 to enlarged volume, and reasonable margins 
should sustain earnings well above indicated 
$2.50 dividend. 

oe 11 12. 93312 ll 1.8 : High national income and trend toward de- 

Heinz, H. J. .. 189.0 8.3 1.90 2.31 5.03 1.80 31 5.8 B2 el gp oo Moe Feces ag ello 
may recede slightly but adequately cover 
$1.80 diivdend. 

(d)—Deficit. 6—6 mos. ended Mar. 31. 12_6 mos. ended Oct. 31. 
1_Year ended Feb. 29, 1952. 7—36 weeks ended Mar. 8, 1952. 13_Year ended Nov. 30, 1951. 
2—1st fiscal quarter ended May 31. 836 weeks ended Mar. 10, 1951. 14_Year ended Mar. 1, 1952. 
3—Year ended June 30, 1951. 9—Year ended Mar. 31, 1952. 15_6 months ended Nov. 30. 
4—_9 mos. ended Mar. 31. 10_Year ended May 31, 1951. 16_16 weeks ended April 20. 
5—Year ended Sept. 30, 1951. 11_Year ended May 2, 1952. 17_12 weeks ended Mar. 22. 

18_Directors Jan. 19, 1952 took no action on dividend. 
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pected to spur consumption of processed butter 
spreads at the expense of the butter fat product. 
Among major producers, aside from Best Foods, 
are the major meat packers, Standard Brands and 
several independents. 


Excellent Harvests Predicted 


Probably the most favorable factor evident in this 
group of industries is the prospect of bountiful har- 
vests this year. Weather conditions have been favor- 
able, and indications point to high yields. Already 
the winter crop is moving rapidly to market and 
promises to be one of the largest. Plentiful agricul- 
tural products would hold out the hope of price 
stability for processors even though government 
suport programs should prevent any material de- 
cline in prices. The great bulk of packaged groceries 
is below O.P.S. price ceilings, and this is made pos- 
sible by operating enconomies in preparation and 


distribution as well as by an abundance ot raw 
materials. 

Corn refining companies have been adversely 
affected by a lag in consumer demand due to pre- 
vious accumulation of excessive inventories in dis- 
tributional channels and in households. Promise of 
good crops this year is encouraging for processors, 
since indications point to reasonable prices. In the 
meantime, sales have been responding to the willing- 
ness of distributors to replenish inventories. Fair 
results may be experienced by concerns in this group. 

Although labor costs are relatively low in food 
processing, they are not noticeably out of line in 
distribution activities. In the milling and baking 
group, therefore, wage rates are a more significant 
factor to consider than in some other divisions. Bread 
bakers, for example, are confronted with a serious 
problem in controlling distribution costs, because of 
pressure to hold down bread prices at times when 
drivers and salesmen (Please turn to page 502) 














| Net Sales Net Per Share—— 
| Full Year Operating Full 

| 1951 Margin Ist Quar. Ist Quar. Year 
(Millions) 1951 1952 1951 1951 
| Hunt Foods 62.715 9.0 4.7113 
| 

| 


‘Libby, McNeill & Libby. 177.114 2.8 51i4 


National Biscuit 329.9 99 .60 57 2.30 


| National Dairy Products 1,038.4 6.2 4.07 


| Penick & Ford 45.5 10.6 70 88 2.83 


] 
—_—_——————— 
| Pet Milk 


157.8 40 (d) .53 .80 5.52 


|Pillsbury Mills 224.519 2615 2.0919 2.041 4.2710 
| y 
| 


| er . 
|Purity Bakeries 81.9 6.1 


8916 1.1016 3.27 


Standard Brands 342.9 4.6 58 60 2.74 


Stokley-Van Camp 114.919 82 4.0210 


Sunshine Biscuits 119.0 BES 1.60 1.58 6.06 


| United Biscuit 107.1 89 4.11.05 1.09 4.35 


Ward Baking 91.1 47 3817) | 38! 2.44 


| (d)—Deficit. ¢ 

1_Year ended Feb. 29, 1952. 
*—Ist fiscal quarter ended May 31. 
3—Year ended June 30, 1951. ‘ 
| 4—_9 mos. ended Mar. 31. 


°—Year ended Sept. 30, 1951. 





| Pertinent Statistics on Leading Food Processors (Continued ) 


Indicated 


'—6 mos. ended Mar. 31. 

7—36 weeks ended Mar. 8, 1952. 

‘—36 weeks ended Mar. 10, 1951. 

'—Year ended Mar. 31, 1952. 
10_Year ended May 31, 1951. 
11_Year ended May 2, 1952. 

18_Directors Jan. 19, 1952 took no action on dividend. 


Invest- 
Recent Div. ment 
Yield Rating 


Current 
Div. Price COMMENTS 


Concentration on limited number of items 
affords economies. Prospect favorable for moed- 
erate gain in output and earnings. Small cash 
dividend possible. 

Despite growing consumer demand for canned 
food, competition holds down profit margin. 
Little change in earnings and dividend rate 
enticipated. 

Keen price competition at retail level ond 
rising costs hold down profit margins; operat- 
ing economies compensate and net profit may 
approximate 1951's. 

Modest gains in earnings and sales anticipated 
in demand for most dairy products. Wider 
profit margins foreseen. Dividend of $3 seems 
safe. 


1834 c3 
50 72 6.6 C2 
2.00 3178 6.3 Al 


3.00 5334 5.6 A2 


Increase in sales foreseen, but earnings may 
not rise correspondingly. Lower materials costs 
indicated. Net profit may cover $2 dividend 
comfortably. 


2.00 3178 6.3 B3 


Gradual expansion in sales anticipated in re- 
flecting aggressive promotion. Net profit may 
increase slightly and encourage increase in| 
$1.60 dividend rate. 


~ Further enlargement of sales” anticipated. 
Wider profit margins foreseen. Net profit may 
double indicated $2 dividend. 


Prospect for rising consumer demand and 
lower materials costs favorable. Profitable 
emphasis on pastries. Earnings may improve 
slightly. Usual dividend safe. 

This company promises to gain sales volume 
and improve earnings slightly this year. Mod- 
est year-end extra anticipated in addition 
to $1.60 dividend. 

Further progress in sales and earnings antici- 
pated following readjustments incident to 
excessive inventories. Net profit expected to 
protect $1 dividend. 

Better-than-average sales gains encourage rise 
in earnings. Net profit may be widened by 
operating economies. Modest extra dividend 
possible. 

A2 Popularity of baked goods and rise in pur- 
chasing power account for sales gains. Earn- 
ings expected to compare favorably with 1951 
results and amply cover $2 dividend. 
Prospects hampered by dependence on bread, 
but downtrend in flour and shortening would 
aid earnings. Reduced margins may suggest 
more conservative dividend. 


1.00 43 2.3 A3 


2.00 3412 5.8 Bl 


240 313% 7.6 C3 


1.70 2478 6.9 B2 


1.00 15'2 6.4 B3 


400 65 6.1 BI 


2.00 34 a3 


2.00 1734 11.3 C2 


12_6 mos. ended Oct. 31. 

13_Year ended Nov. 30, 1951. 
14_-Year ended Mar. 1, 1952. 
156 months ended Nov. 30. 
16_16 weeks ended April 20. 
17_12 weeks ended Mar. 22. 
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Varying Aspects of...... 
Sugar Company Earnings Prospects 


By FRANK L. WALTERS 


adie sugar production for this year is 
close to 7.9 million short tons. This is about 1.6 
million tons, or 24%, greater than last year’s out- 
put. In a stable market or one free of controls, 
quotas and political manipulation record production 
would be hailed as good news. Unfortunately, this 
record sugar output does not fall into this classifica- 
tion. In the first place, Cuba’s sugar markets are 
restricted, first, by the amount of sugar she can sell 
in this country, and second, by the rapidly rising 
self-sufficiency as to sugar requirements of other 
countries. 

Since the end of World War II, a number of Eur- 
opean nations have been steadily increasing their 
sugar acreages. France, for instance, has increased 
its 1952 production by about 15%, and, given rea- 
sonably good weather, should produce sugar enough 
for her own needs and have a small balance for 
export. Western Germany, Austria, Spain, Yugo- 
slavia, Rumania and Italy are expected to show in- 
creased sugar production for the current year. The 
world’s centrifugal sugar production is understood 
to be close to 24.1 mil-' 
lion tons. This is 10.6%} 
over 1951 production 
and about 31.3% better 
than the 5-year aver- 
age for the 1945-49 
period. Europe’s sugar 
industry is presently 
operating close to 
capacity. i 
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Increased activity is also developing among sugat 
growers in the Western Hemisphere. Right now, 
Mexico does not constitute a factor in the world 
market for sugar. However, she has mapped out 
some ambitious plans to get herself up in the front 
rank as a grower and exporter. The program calls 
for the opening up of new areas for the growing of 
cane, modernizing present equipment and adding 
new mills as rapidly as necessary to handle the an- 
ticipated larger sugar cane yields. It probably will 
be some years, however, before Mexico is able to 
build up sugar reserves of any size for export. 

Under the Sugar Act of 1948, as amended, the 
Secretary of Agriculture is empowered to set quotas 
on the amount of sugar from any source that may 
be sold in this country. The end result is to maintain 
a stable market for raw sugar and stabilize the 
price of refined sugar so that domestic growers and 
refiners can maintain wages, be free of the hazards 
of sudden and wide fluctuations of prices in either 
direction and reduce the necessity of hedging against 
inventories. 

The law, however, is 
not exactly foolnroof or 
infallible. For instance, 
the initial quota for 
1952 was set at 7.7 mil- 
lion short tons. This fig- 
ure was arrived at last 
December. Since then it 
has become evident that 
the quota was short of 
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actual requirements. It is said, however, that the 
1952 quota was set at a low figure for the purpose 


a lot of scare buying. After this surge of buying, the 
industry fell back to what could be termed normal 


of forcing an increase in the price of both raw and _ conditions until 1951, when Korean peace talks devel- 
refined sugar so as to fairly and equitably main- oped and sugar demands declined materially. Despite 
tain and protect the domestic sugar industry. Among the Sugar Act and quotas, there were, at the same 
the beneficiaries of this quota law are domestic time, violent fluctuations in the price of raw sugar. 
sugar beet growers and refiners as well as sugar In the early part of 1951, the raw sugar market 


cane growers and refiners. 


showed considerable strength. With prospects of 


But all of these are still susceptible to the uncer- peace in Korea the raw sugar market did an about- 


tainties which have plagued the sugar industry. First, face. Following this development the price of sugar 
war scares and then peace talk throws the whole fell one cent a pound within 60 days, a substantial 
pattern of sugar distribution out of kilter. The out- decline considering the small margin on which refin- 


break of hostilities in Korea in 1950 brought about 








eries operate, and a 


(Please turn to page 504) 






































































































































wo rence nit cr senna 
Statistical Summary of Sugar Companies 
Fiscal Net Sales Indicated Invest- 
Years 1951* 1950* Net Per Share Current Div. Recent PriceRange ment 
ended ———(Millions)—— 1951 1950 Div. Yield Price 1951-1952 Rating COMMENTS 
Cuban, Dominican Producers 

Central Violeta Sugar. 9/30 $ 89 $ 96 $ 1.41 $ 4.10 $ 2.00° 11.6% 17% 27 -17%4 C3 Net for current fiscal year may show a 
slight gain. Doubtful that 1951 divi- 
dend payment will be duplicated. 

Cuban Amer. Sugar... 9/30 66.3 70.3 3.66 4.49 2.255 12.5 18  2434-16%8 C2 Should show net for year ending Sept. 
close to 1951 level. Current dividend 

= rate should remain unchanged. 

Cuban Atlantic Sugar. 9/30 =: 94.3 92.4 3.60 3.31 2.00° 14.6 1358 20 -13 C3 Earnings for fiscal year ending Sept. 
30, will be under last year, but amply 
cover present dividend needs. 

Francisco Sugar 6/30 15.3 15.1 3.43 4.53 2.00° 12.5 16 2432-152 C3 Earnings in fiscal year ended June, 
were probably under previous year, 
but not jeopardizing expected $2.00 
dividend in the Fall. 

Guantanamo Sugar ... 9/30 6.8 7.2 2.15 2.45 75 75 10 = 144-10 C3 Current fiscal year ending Sept. will 
probably show net under previous 
period. 1951 dividend reduced one-half. 

Manati Sugar 6/30 16.4 12.8 3.17 1.45 1.25° 12.0 10% 1458-912 C3 It is not expected that 1952 fiscal 
ended June produced earnings compar- 
able with 1951. Dividend should re- 
main unchanged. 

Vertientes-Camaguey 9/30 26.5 23.8 3.35 2.91 756 5.8 12% 2312-12 C3 Earnings for year ending Sept. may 
show decline due to increased capitali- 
zation. Paying a smaller dividend this 
year. 

West Indies Sugar 9/30 552 42.0 11.86 671 3.00 89 33% 41%-30 C3 Not likely to repeat last year's high 
earnings in current fiscal year. Present 
dividend rate well secured. 

Puerto Rican Producers 
Central Agui S ‘31 X y 1-185) Net in fiscal year ending July, will 
guirre Sugar 7/3 16.4 16.0 3.35 2.84 1.60 8.1 1934 20%-1858 C3 pei a be under that of last year. 
No change in dividend anticipated. 
Fajado Sugar .............. 7/31 125 123 265 2.78 2.00 9.2 2158 26%-2134 C2 Per share net for fiscal year ending 
j ; this month should be close to last year. 
Should continue current dividend. 

So. Puerto Rico Sugar. 9/30 39.9 31.1 10.98 = 7.12, 4.00 6.5 «= 61S: 73. -53%2 «= B3_— Earnings for fiscal year ending Sept., 
may be off sharply from last year’s 
high levle, but well above dividend 
requirements. 

Beet Sugar Producers 

Amer. Crystal Sugar... 3/31 41.15 38.14 4.552 4.524 2.65 11.7 22% 2834-205 C3 Smaller beet supply lowered sugar out- 
put thsi year. Earnings may be off but 
still well in excess of dividend needs. 

Great Western Sugar. 2/28 = 67.91. 70.12 1.811 «2.392 1.45 8.2 ~=—-:17¥%2._- 22%-17% C3 Smaller sugar output reflecting cur- 
tailed beet supply will reduce net. 
Not likely that dividend will be 
reduced. 

Holly Sugar 3/31 45.73 47.94 2.143 3.704 1.00 5.3 1834 20%2-17% C3. «CFurther drop in earnings expected in 
current year, but final results should 

= be ample to cover dividend. 
Refiners ss 

American Sugar Ref.....12/31 282.5 287.2 9.74 15.31 4.00 6.9 58 7334-55%4 B3 Current year’s results should compare 
favorably with 1951. Secure current 
dividend may be supplemented by 

——— 2 Soa a etn hes year-end extra. 

National Sugar Ref. . 12/31 140.0 151.8 3.36 4.51 2.00 6.1 28% 3214-2512 C3 Earnings for current year expected to 
equal those of previous year, provid- 
ing ample coverage for dividend needs. 

*—1950-1951, 1949-1950 fiscal years respectively. 3—Mar. 31, 1952. 5—1951 div. rate. 
1—Feb. 28, 1952. 4—Mar. 31, 1951. 6—Paid thus far in 1952. 
*—Feb. 28, 1951. 
sc aeaeemeeel — 
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New Investment 
Status for 


TOBACCO 
STOCKS 


By PHILIP DOBBS 


on output in the United States in the 
fiscal year ended last June was close to 421 billion. 
This is a new record, surpassing the previous year’s 
production by approximately 14 billion. Indications 
are that it will be surpassed in the current fiscal 
year, although it is possible that the rate of increase 
in comparison with that established year by year in 
the last decade will be somewhat diminished. 

Factors having a part in governing the situation 
are the level of general employment and personal 
income, but it must be recognized that few, if any 
consumers of cigarettes will abandon the habit or 
forego the pleasure unless the economic pressure 
becomes so great that they are forced to conserve 
even the relatively small sum which a pack of any 
of the popular priced brands cost. 

While the rise of cigarette consumption in this 
country appears phenomenal, the growth has been 
natural—in keeping with the tempo of modern life. 

In this, contrariwise, is the answer to the decline 
in the output of smoking tobacco. Production of 
pipe tobacco in this country last year was 100 million 
pounds. This is 6% less than in the preceding year, 
and probably the lowest since the early part of the 
century. Since World War II, the use of smoking 
tobacco has been relatively stable, but the extent to 
which it has fallen in that period can be measured 
by the fact that consumption is only about 55% of 
the 1935-39 average. 

For the cigar manufacturers there is a brighter 
picture. Cigar consumption in this country last year 
is estimated at 5,860 million. This is 2.1% more 
than the consumption in the 1950 and 7.1% larger 
than in the 1949 fiscal years. Cigars, in comparison 
to the price of cigarettes, are luxury items. Cigar 
manufacturers have been trying to get away from 
this constriction by marketing lower priced units. 
They have succeeded to the point where about 52% 
of domestic output falls in the price bracket of 8¢ or 
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less. Most of last year’s increase in output consisted 
of cigars of this class. This gain in consumption 
creates for the industry a rainbow of encourage- 
ment after several years of declining cigar consump- 
tion, but the colors of that rainbow are dimmed by 
the relative weakness of the industry’s price struc- 
ture. Manufacturers’ prices of popular-priced cigars 
rose slightly in 1950 but dropped in late 1951, re- 
maining 8% under the pre-Korean level through the 
early part of 1952. Medium-priced cigars, after hold- 
ing steady for almost five years, declined 214% in 
late 1951, remaining unchanged through April, 1952. 
The index of manufacturers’ prices of low-priced 
cigars hasn’t changed since about mid-1948. 

Cigarette makers are large users of flue-cured 
and burley tobaccos. The 1951 season average price 
for burley was 51.2¢ a pound, a record figure. This 
is in contrast with the 1946-50 5-year average price 
of 45.7¢. Flue-cured eased off in 1951, selling at an 
average price of 52.4¢, 2.3¢ under the 1950 price, 
but still 4.2¢ above the same 5-year average. The 
government support price for the 1952 flue-cured 
crop will be at an average rate of 50.6¢ a pound. 
The support level for burley has been set at 49.5¢, 
or 90% of the October 1, parity price, whichever is 
higher. 


Three-Year Stocks Carried 


Raw tobacco does not possess good smoking quali- 
ties. It must remain in storage under proper condi- 
tions for from two to four years. The common 
practice in the cigarette making industry is to carry 
a three-year stock of tobacco. Even under normal 
conditions this requires an outlay of a goodly sum 
of cash, but with tobacco prices at current levels 
the need for more capital for inventory use becomes 
exceedingly great. There is little to wonder at then 
that bank loans of American Tobacco have increased 
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from $73 million at the close of 1950, to $140 million 
at the 1951 year-end. At the end of last year Liggett 
& Myers’ bank loans of $85 million were about $46 
million more than at the close of 1950. The excep- 
tion, so far as the big three are concerned, was 
Reynolds, whose inventories increased only $20 mil- 
lion in 1951 over 1950 and notes payable decreased 
by $1 million. American Tobacco’s inventories in 
1951 increased $62 million and Liggett & Myers’ 
increased $34 million over those in 1950. Lorillard’s 
bank loans in 1951 rose $17.3 million from the pre- 
vious year to $26 million. Tobacco inventories in 
the same period increased by approximately $14 
million. Although inventories of Philip Morris ran 
counter to those of its competitors, receding by $1.3 
million, bank loans were up by $10 million. 

The problem of inventories is but one that cigar- 
ette makers have to face under today’s conditions. 
Cigarette production is one phase of the business. 
Retention of markets and developing new sales is 
another. None of the big five in the industry divulge 
information as to advertising appropriations which 
mount into the millions for each of the big three. 
None of these companies can afford to relax in their 
advertising efforts. 


Advertising Appears Fruitful 


For the most part this appears to be money well 
spent. American Tobacco through its intensive sell- 


ing campaigns has been able to reverse the sales 
curve of its Lucky Strike cigarette which had been 
headed downward for the last several years and 
build up a large following for its king-size Pall Mall 
and Herbert Tareyton. The phenomenal success of 
Pall Malls and Herbert Tareytons together with 
Lucky Strikes gives American Tobacco the leader- 
ship of the big three in net sales which in 1951 were 
a record high of $942.5 million. This success, how- 
ever, was not reflected in net income of $29.9 million 
after preferred dividends, being $9.6 million under 
1950 net of $38.5 million. The latter figure amounted 
to 4.41% of net sales whereas 1951 income was only 
3.06% of sales. Consequently, common share earn- 
ings for last year fell to $5.57 compared with $7.17 
for the earlier year. Results in the 1952 first quarter 
fail to indicate a reversal of trend. Although net sales 
in this brief period were up $32.5 million over the 
1951 quarter when $1.16 a common share was earned 
the best the company could show for the 1952 quarter 
is 87¢ a share. 

R. J. Reynolds, too, had record net sales last vear, 
reaching $814 million. Like its contemporary, how- 
ever, it was unable to reflect this growth by a cor- 
responding expansion of net earnings which for the 
combined common stocks in 1950 amounted to $37.3 
million. Earnings in 1951 on the same basis were off 
$8.2 million. As a percentage of net sales the 1950 
figure was 4.91 °<, dropping to 3.58% for 1951. Actual 
per share earnings for (Please turn to page 500) 
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Position of Leading Tobacco Companies 































































































——Net Sales | 
Ist Full ——Net Per Share 
Quarter Year Operating Full Indicated Invest- 
1952 1951 Margin Ist Quarter Year Current Recent Div. ment 
——(NMillions) 1951 1952 195] 1951 Div. Price Yield Rating COMMENTS 
i 9 1 9 1952 earnings expected to show slight recos-_ 

American Snuff $ 39 $153 246% $ 68 $ .76 $2.73 $2.55 372 68% B83 claw ak Gone Goceinen: caede ancuke Gar 
current dividend. 

i 2419 9425 94 487 1.16 55 a 3 Expectations are that current year’s earnings 

American Tobacco 241.9 942.5 9.4 .87 1.16 5.57 4.00 5734 6.9 A3 wil be due we Old ecal Gocaeen eee 
appears secure. 

i : = 1 Further drop in net earnings likely in 1952. 

Bayuk Cigar 6.4 30.2 4.4 .08 Bs a 60 912 63 c3 lanieahien is diidend aan: 

Consolidated Cigar 17 49.0 83 88 87 610 2.00 29% 6.8 C2 ~—Net income should hold at 1951 level. Current 
modest dividend expected to be earned several 
times over. 

i iv . —<— 71 _— " - lnproved earnings in 1951, well over small 

General Cigar 6.8 30.9 8.0 .30 43 1.61 1.00 17'%2 5.7 C3 pp Bonin ye beer Ry Rea Ber 

Hohne G. W. bi 7 97 10.5 28.2 - a 1.80 1.60 23 7.0 Al 1952 net of this large snuff producer should 

i match 1951 income which was well above 
dividend needs. 

Liggett & Myers 131.2 539.9 9.5 91 132 5.19 400 67 539 A3 While earnings record is good, need for work- 
ing capital may eliminate $1 extra dividend | 
this year. 

" Lorillard ; ve = 48.3 188.4 6.6 al 50 1.78 a 1.50 9034 7.2 B3 "Smaller net for 1951 and contraction in current 
, ‘ , a i ‘. earnings narrows margin over current divi- 

dend rate. 
” Phil i 62 206, 1 7 ; 3. as ae ale ; Net veoulis in convent year expected to be 

Philip Morris pase 78.6- 306.6' 10.5 1.00 1.23 465! 3.00 47 6.3 B3 under 1951-52 period but abeve present divi- 
dend needs. | 

Reynolds Tobacco “B” 203.0 8142 11.9 68 67 2.92 2.00 34% 5.7 A2 1952 net expected to parallel 1951 earnings. | 
Current Class B dividend is well secured. | 

U. S. Tobacco 7.4 27.8 20.6 .30 36 61.53 1.20 19% 6.0 B2 While 1952 income may be under previews | 
vear, current dividend should be earned by a} 
satisfactory margin. | 

a a ea — = — ea al 
| 
1_Year ended Mar. 31, 1952. °—Company estimate. 
2—Ist fiscal quarter ended June 30, 1952. 
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Groups 

This is written while the mar- 
ket is presumably in process of 
consolidating the previous degree 
of summer rise—‘presumably” be- 
cause a sidewise drift coud be 
either consolidation or a_ top, 
provable either way only on the 
perspective of hindsight. In a 
“flat” phase, not many group var- 
iations are emphatic enough to 
have any particular significance. 
Although leadership changes — 
usually gradually, rather than 
suddenly—the odds are that most 
stock groups faring best on 
strength in the recent past will 
remain in the vanguard on any 
extension of the summer ad- 
vances. These include aircraft, 
automobiles, auto accessories, con- 
struction, chemicals, finance com- 
panies, business machines, petro- 
leum, department stores, variety 
chains, food stores, shipbuilding, 
tires, and rails. 


Stocks 


The following individual stocks 
are showing above-average 
strength at this writing: Bliss, 
Bridgeport Brass, Bush Terminal, 
Caterpillar Tractor, Chicago 
Corp., Daystrom, General Motors, 
Kern County Land, Lane Bryant, 
Lane Wells, Lone Star Cement, 
National Gypsum, National Tea, 
Purity Bakeries, Richfield Oil, 
Shamrock Oil & Gas, Simmons, 
Square D, Minneapolis-Honeywell, 
Goodrich, Fedders-Quigan, 
Thompson Products and Weston 
Electrical Instrument. The only 
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thing to note about this, or any 
other list culled on day-to-day 
market behavior, is that there is 
little semblance of any selectivity 
pattern in it. The stocks are di- 
verse, and the reasons behind 
their performance equally so. 


Soft 

With the industrial average in 
the close vicinity of its postwar 
high, the market is by no means 
devoid of soft spots. Some recent 
examples include American Opti- 
eal, Central Aguirre, Fajardo 
Sugar, Parke Davis, Heyden 
Chemical, U. S. Plywood, Ameri- 
can Cyanamid, Mead Corp., Para- 
mount Pictures, Sterling Drug 
and U.S. Playing Card. 


Drugs 

Parke, Davis had a sharp spill, 
about 7 points, following publica- 
tion of medical findings that use 
of its “wonder drug” Chloromy- 














cetin had had decidedly unfortu- 
nate results for some patients. 
This pulled down most of the 
other ‘‘wonder-drug” stocks more 
or less, including Merck, Pfizer 
and American Cyanamid, which 
hit a jackpot with Aureomycin. 
However, all these stocks had pre- 
viously worked down sharply 
from major highs made in the late 
summer or early autumn of last 
year. In the case of Parke, Davis, 
at its low up to this writing (44) 
about half of its entire bull-mar- 
ket advance since mid-1949 had 
been cancelled. The total declines 
in others have been drastic 
enough to rate as something more 
than a “reaction” or “correction”. 
They reflect a significant watering 
down of investment enthusiasm 
over “wonder drugs” in general. 
For one thing, no spectacularly 
successful new ones have been in- 
troduced in some time or are in 
sight at the moment. In the case 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Mathieson Chemical 

El Paso Natural Gas 

South Carolina Elec. & Gas 
General Telephone Corp. 
Louisville & Nashville R.R. 
Seaboard Air Line R.R. 
Atlantic Coast Line R.R. 

Chi., Rock Island & Pac. R.R- 
Deere & Co. 

Texas & Pacific Ry. . 


1952 
June 30 Quar. $ .86 


. 12 mos. May 31 2.97 


5 mos: May 31 -44 
mos. May 31 1.44 
mos. May 31 4.27 
mos. May 31 y ey A | 
mos. May 31 9.74 
mos. May 31 4.02 
mos. Apr. 30 4.99 
mos. May 31 7.49 
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ot those now on the market, trade- 
marked antibiotics compete with 
other antibiotics in many uses; 
and among non-trademarked anti- 
biotics competition is intense. As 
mass-production is attained in 
any new drug, prices are cut and 
margins narrow. What with one 
thing or another, any ‘wonder 
drug’, even if initially highly 
profitable, cannot be a foolproof 
thing on which to base longer- 
term investment. At best, profit 
margins will narrow as time goes 
on. At worst, it may be put out of 
business by tomorrow’s' more 
wondrous “wonder drug” or by 
.uverse reports of the medical 
authorities. At present sharply 
iower market prices, the stocks 
cited herein are by no means at 
bargain-counter levels on the 
basis of current earnings and 
dividends. Pending convincing 
stabilization, and waiting for the 
dust kicked up by the Chloromy- 
cetin “incident” to settle, we 
would not advocate any new buy- 
ing. 


Speculation 

The increased speculative favor 
accorded aircraft stocks might 
well continue for some time, in 
view of the high volume of busi- 
ness and the sharply improved 
earnings assured for another two 
vears or so by the defense pro- 
gram. Among the issues inviting 
consideration by those able and 
willing to take a speculative chance 
is Beech Aircraft, a successful 
maker of small planes for private 
use, and of military planes for the 
U.S. and Canadian governments. 
The company’s order backlog at 
the end of the first quarter was 
close to $200 million, or over six 
times sales in the 1951 fiscal year; 
and is no doubt larger now. Earn- 
ings may be in the vicinity of $3 
a share for the year ending Sep- 
tember 30, against $1.23 in the 
prior year; and the EPT position 
apparently does not preclude some 
further gain in 1953, when deliv- 
eries are bound to considerably ex- 
ceed those of the current vear. 
Maximum wartime earnings were 
$4.13 a share in 1945. The stock, 
now around 15, has sold at well 
under half that figure in a number 
of years when aircraft stocks 
were out of favor—as they will no 
doubt eventually be again—but 
reached 2054, which is more than 
33% above the present level, in 
1946. We repeat: it is definitely 
speculative. So are all other air- 
craft stocks. 
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Rail Equipment 

The recent new 1952 high for 
the railroad equipment group is 
one of the lowest new highs in 
the market. If that statement con- 
fuses you, note that every bull- 
market high in this group since 
1929 has been at a successively 
lower level. The 1952 high to date 
is under that of 1951, which was 
under that of 1948, which was un- 
der that of 1946, which was under 
that of 1937, which was under 
that of 1929. The present level is 
only slightly above the 1935-1939 
prewar average, whereas the in- 
dustrial list as a whole is at more 
than twice its prewar average. 
Earnings of the rail equipment 
industry this vear wil do well 
modestly to exceed last year’s 
total. They will be supported by 
defense work, which is temporarv. 
Regular-line business, as_ indi- 
cated by deliveries of freight cars 
and backlog orders, is now well 
under the year-ago level. These 
are stocks to get out of on a pos- 
sible moderate extension of their 
recent rally. And thev are stocks 
to get out of if a further rally 
fails to develop. 


Cheap? 


Underwood Corp. is an old-line 
maker of office equipment, which 
has had substantial earning pow- 
er under all except deep depres- 
sion conditions. which has an un- 
broken dividend record since 
1910, and whose pay-out policy is 
relatively liberal. Including ex- 
tras, dividends in recent vears 
have totalled $4 a share, and they 
may well do so again this vear. 
Assuming so, the stock, now 
around 51, is on a current vield 
basis of nearly 7.9% and is selling 
at less than 7.6 times 1951 earn- 
ings of $6.77 a share. Earnings 
may be somewhat lower this vear, 
but not greatly so. On the consid- 


eration briefly cited, is the stock 
cheap? The answer is no, for here 
is a well established company that 
is not going anywhere. Peak earn- 
ings were seen back in 1929 at 
$10.11 a share, Despite the record 
postwar demand and price infla- 
tion, the best subsequent showing 
was $8.31 a share in 1947. The 
stock’s bull-market highs were: 
1929, 181%;; 1937, 10014; 1946, 
8034; and 1951 58. In bear mar- 
kets it sells may points under the 
present level. To the truthful 
statement that in intrinsic quality 
it is a better-than-average stock 
the realistic investor can well ask: 
So what? It is not a stable-income 
issue, which is why the yield is 
high. And there is no growth in 
it. These observations are made 
because there is an investment 
lesson in them. 


Utility 

At 19 the common stock of 
Central & Southwest Corp., an 
electric utility system, yields only 
4.7°° on the 90-cent annual divi- 
dend, compared with an average 
current yield of about 5.5° on 
utilities generally; and it would 
vield only a little over 5.2 ona 
$1 rate, which probably will be 
established in no great time. 
Earnings might be close to $1.50 
a share this year, against 1951’s 
$1.34. The stock commands a 
moderate premium because of the 
growth potential. The company’s 
subsidiaries serve large areas, 
favored by exceptional economic 
growth, in Texas, Louisiana, 
Arkansas and Oklahoma. It uses 
cheap local natural gas for fuel, 
aiding in cost control. Stable, but 
growing, residential and commer- 
cial business largely exceeds the 
industrial load. In the decade 
1942-1941 revenue rose 110, net 
income 142% and share earnings, 
despite a large increase in stock 
outstanding 90“. 












































DECREASES SHOWN IN RECENT EARNINGS REPORTS | 
1952 1951 
Crown Zellerbach Corp. Year Apr. 30 $7.75 $8.21 
Brown Forman Distillers Year Apr. 30 2.35 4.71 
Walker (H.) Gooderham & Worts May 31 Quar. 1.11 1.41 
Hooker Electrochemical 6 mos. May 31 1.51 1.91 
Shamrock Oil & Gas 6 mos. May 31 1.80 1:96 
Avco Mfg. Co. 6 mos. May 31 .38 61 
Northern Pacific Rwy. 5 mos. May 31 -06 32 
Murray Corp. of Amer. 9 mos. May 31 2.61 5.52 
Union Pacific R.R. 5 mos: May 31 4.43 4.85 
Firestone Tire & Rubber 6 mos. Apr. 30 4.81 5.84 4 
T eaantnsiaanetenemeeenehansaiaemmmememamtmaaieetenmaeesaianeameaaaeeeea nom ccna te aan an 
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By WALTER H. DIAMOND 


Despite the serious toll now being taken in several indus- 
tries as a result of the steel strike, business conditions in a 
number of sectors of the economy look promising for the re- 
h mainder of 1952. Some of 

| the weak spots in evidence 











BUSINESS ACTIVITY||] during the past year now 


PER CAPITA BASIS seem to be vanishing. While 

mM. W. S. INDEX certain readjustments and 
so-called “private recessions” 

200 . have not been entirely elimi- 
nated, a generally moderate 

| improvement has occurred. 








1 YEAR One of the most decisive 
aco factors in business and _in- 
. dustry in the past year has 


been the conservative policy 
of consumers. The public’s 
a decision to continue to build 
savings instead of spending 
freely has affected all types 
of industries from moving 
picture houses and textiles 


180 — 


160 24 oe to television sets and other 
AGO electrical appliances. There 

have been recent signs, 

ail however, that this attitude 
is changing moderately. 


One important tip-off is that 
inventories have commenced 
to taper off in some cases. 
1949 A $2 billion expansion in 
the volume of consumer 
purchasing in the past six 
months also reflects the con- 
victions of many persons. 
While production has not 
shown a corresponding in- 
— crease because the addi- 

1939 tional purchases for the 
most part came from in- 
ventories, the gains in con- 
sumer buying have furnished 
a solid underpinning for 
business. For example, re- 
tail trade is up modestly 
throughout the country, with 
June department store sales 
advancing 5% over last 
year. 


AI The upswing thus far has 
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been more noticeable in the soft goods lines. Demand for 
clothing, leather goods and shoes, sales of which are up 
nearly 20%, has steadily improved. Household furnishings 
recently joined the list. Indications that the movement is begin- 
ing to spread to the hard goods line is confirmed by the $500 
million jump in consumer credit during May. While there is 
little evidence that manufacturing employment has picked up, 
an expansion in bank loans to finance production has taken 
place. Total commercial, industrial and agricultural loans of 
U. S. banks were up substantially last month. 

In this column’s opinion sales will continue to rise in the 
months just ahead. Based on the Federal Reserve Board data 
of 200 reporting corporations, the annual sales rate may pos- 
sibly set a new record in the second half of 1952. It is also 
anticipated that total spending for goods and services will 
reach an annual rate of $350 billion by the last quarter. These 
conclusions are on the strength of the ascending level of de- 
fense expenditures and the record business outlays for plant 
and equipment. An added consideration is that higher personal 
disposable income is expected to reach an all-time peak of 
$260 billion for the year; a result of the latest round of wage 
increases, as well as from others still to come. 

Even though the steel walkout has forced industrial pro- 
duction down to the lowest point in a year, it is likely that 
overall output will regain its lost momentum following settle- 
ment of the major labor disputes. Practically all forecasts 
indicate the Federal Reserve Board production index will 
touch a new high of 225% of the 1935-39 average by the 
fourth quarter of this year. The end result will be that profits 
of U. S. corporations as a group for the second half of 1952 
will surpass those in the first six months. 

There is no doubt, however, that aggregate earnings for 
all industry will fall substantially short of the unprecedented 
1950 mark of $22.8 billion, while dividends will probably 
come close to maintaining their 1951 rate. 

A recent survey of personal and corporate indebtedness 
points out that long-term corporate debt was only three times 
that of earnings in 1951. This compares with a six to one 
ratio in 1929 and therefore leads many bankers and econo- 
mists to believe that despite the growing private debt, the 
financing of new issues in the market will not be necessarily 
curtailed in the coming months. Neither is the debt position 
of consumers alarming in view of their climbing savings. 

In addition, residential building is increasing and recently 
has been exceeding last year’s figures. A more favorable 
environment for business is generally stimulated by pre- 
election pump-priming. This has already been noticed in 
relaxation of certain controls. These are some of the other 
straws in the wind pointing toward a continuing improvement 
in our economy. 
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The Business Analyst 





MONEY & CREDIT—The Treasury's recent and projected 
borrowing to meet the budget deficit may not be as inflationary 
as some had confidently expected, basing their predictions on 
the pattern followed in World War Il. During that period the 
Federal Reserve Banks by massive purchases of government 
securities continually expanded bank reserves, thus giving the 
banks the wherewithal to expand credit and thereby increase 
the money supply. Of late, however, the Federal, realizing the 
inflationary dangers of this practice, has been taking steps to 
limit excess reserves and this has led to some tightening of 
bank credit. In the week ending July 9, for instance, the Federal 
Reserve, rather than add to its bond holdings, has forced the 
reporting member banks to borrow $202 million from the 
Central Bank, bringing their total debt to the Federal to $683 
million, a sum which exceeds the $550 million of excess reserves 
which the reporting member banks had on hand. This is in 
sharp contrast to even as recent a period as three months ago 
when member bank excess reserves exceeded loans from the 
Central Bank by $410 million. As banks are traditionally un- 
willing to borrow for long periods, they will be reluctant to 
expand their loans and investments as long as their excess re- 
serves remain low. The effect of this situation is reflected in the 
short-term money market which has been tight for weeks. Thus 
on July 14 the Treasury had to pay 1.81% for a three month 
loan to pay off maturing bills, one of the highest rates ever 
paid by government for a short-term accommodation. So far 
the bond market has been little affected by the scarcity of 
short-term funds, but this situation, if long continued, would 
undoubtedly lead to higher interest rates all around. As yet 
the Federal Reserve's policy has not stopped the growth of 
bank credit. On the contrary, in the week ending July 2, re- 
porting member banks increased their loans and investments 
by $2 billion as the result of bank investment in the new 2%%% 
government bond plus loans to others to carry such bonds. 
This credit expansion has not led to an increase in money 
supply because of the counterbalancing effect of the transfer 
of large sums to the Treasury to pay for the new bonds, boost- 
ing Treasury funds by $2.5 billion while demand deposits of 
others declined by $1.2 billion. As the Treasury spends the 
money it has borrowed, demand deposits would normally be 
built up again. On the surface, then, this process resembles 
previous experience regarding the growth of the money supply 
as the result of government borrowing. This time, however, if 
the Federal sticks to its guns, the banks will find themselves 
unable to expand their loans, interest rates will rise and this 
would cause a drop in the demand for loans thus tending to 
restrict the amount of bank credit outstanding. The big ques- 
tion is whether the Federal can stick to this tight credit policy 
in the face of Democratic hopes for a business upturn in this 
Presidential election year. 
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TRADE—Despite sizzling temperatures and the long holiday 
week-end, the volume of retail sales in the week ended 
Wednesday, July 9, matched that of the previous week and 
was slightly above the corresponding week of last year, ac- 
cording to estimates of Dun & Bradstreet. Sales were spurred 
by post-holiday clearances and extended shopping hours. 
Apparel lines continued in good demand and interest in tele- 
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vision sets showed some response to the political convention. 
Retailers of household goods reported sales still well below the 
results of a year ago. 

In the week ending July 5, department store sales for the 
country as a whole advanced 4% above a year ago on the 
basis of Federal Reserve Board figures. The New York district 
made the worst showing, 6% under last year while the Dallas 
area with a 16% year-to-year gain showed the largest 


advance. 
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INDUSTRY—Industrial production continued to decline as the 
result of shortages engendered by the steel strike and July 
holiday shut-downs. For the week ending July 5 the MWS 
Index of Business Activity adjusted for population changes 
dropped to 163.9% of the 1935-1939 average from 167.4% a 
week earlier and 172.0% a month ago. Decreased output was 
shown by several components of the index with coal produc- 
tion dropping precipitately as the result of the annual 10-day 
miners’ holiday. Production of electric power, freight car load- 
ings, lumber shipments and paperboard output also were 
lower while steel output was at a miniscule 14.8% of capacity. 


(Please turn to the following page) 
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Essential Statistics 
































































































































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) — | June 3.9 4.0 2.7 1.55 (Continued from page 495) 
Cumulative from mid-1940 June 460.2 456.3 416.8 13.8 | COMMODITIES—The general run of com- 
FEDERAL GROSS DEBT—$b July 9 263.0 2628 2547 55.2 poate have been utterly becalmed of 
cman aagaeadts = The Bureau of — sig es index 
Demand Deposits—94 Centers. July 2 51.7 52.9 49.5 26.1 seaeae at ong sce la ny 8 at 
Currency in Circulation July 9 29.1 29.2 27.9 10.7 ° oh ~~ 47-1947 —e mark- 
Currency ing the third week that this index has re- 
BANK DEBITS mained unchanged. The latest week con- 
New York City—$b July 2 19.0 13.0 11.0 4.26 | tained some changes for individual items 
93 Other Centers—$b July 2 19.2 16.4 14.3 7.60 | with lower prices noted for fresh fruits and 
PERSONAL INCOMES—$b (cd2) Aue. 258.9 258.2 249.0 102 vegetables, livestock, cotton, burlap, lin- 
iidiacaitiiein iil a 175 165 - seed oil and crude rubber. Advances of 
mieten net al a “ a 23 5% or more were posted for live poultry, 
Interest and Dividends Apr. 21 21 20 10 eggs and coconut oil while smaller  in- 
anaDenei til 12 3 12 3 creases were noted for some meats, flour, 
(INCOME FROM AGRICULTURE) Apr. 20 20 21 10 edible oils, butter and wool tops. 
* * * 
POPULATION—m (e) (cb) May 156.6 1564 153.9 133.8 
Non-Institutional, Age 14 & Over__ May 109.4 109.3 108.8 101.8 NEW CONSTRUCTION EXPENDI- 
Civilian Labor Force May 62.8 61.7 62.8 RG TURES totcled almost $3 billion in June, 
ployed May 1.6 1.6 1.6 3.8 a 7% increase over May and 6% above 
Employed May 61.2 60.1 61.2 51.8 | June 1951, the Labor and Commerce De- 
In Agriculture May 7.0 6.4 7.4 8.0 partments have announced. Credit for the 
Non-Farm May 54.2 53.7 53.8 43.8 | good showing goes to public construction 
At Work May 59.0 58.0 59.4 43.2. | activity which topped $1.0 billion in June, 
Weekly Hours May 42.6 41.8 43.2 42.0 |a 23% increase over the same month of 
Man-Hours Weekly—b May 2.51 2.42 2.57 1.82 | last year. Outlays for private building of 
$1.9 billion were about the same as last 
nar tenn cssniaaaiaes May 46.2 46.2 46.2 37.5 | year as a declining trend in new factory 
nie a a bss in = building marked the completion of some 
Weekly Hours vd 00 ie pee pe important phases of the industrial expan- 
inte eeetia thd hep bend ae most sion program. In the first six months of this 
Weekly Wage ($) ed pea pol ee tie year, spending for new construction hit 
u : ; : $14.9 billion, 4% over last year and a new 
PRicES—Whelesale (Ib2) July 8 110.7 110.7 114.4 92.5 record. Spending for private residential 
Sasteilh tad Mine 208.8 208.9 205.8 116.2 building during the first half was 8% under 
=e a year ago with most of the decline occur- 
COST OF LIVING (Ib3) May 189.0 188.7 185.4 100.2 | ring in the first quarter. Dollar outlays for 
Sead May 230.8 230.0 227.4 113.1 | home improvements in the form of additions 
Clothing May 202.3 202.7 204.0 113.8 and alterations topped last year’s spending 
Rent May 141.3 140.8 135.4 107.8 for these items. 
RETAIL TRADE—$b** * * * 
or (ed) ~ _ ee yo me ema in the synthetic wd a 
Non-Durable Goods Apr. 8.4 8.3 8.0 6 oe 
Dep’t Store Sales (mrb) Apr. 0.78 0.79 0.79 0.34 aa a Se eae tees 
f ; ju 300, 
Retail Sales Credit, End Mo. (rb2)_— | Apr. 11.0 10.9 11.0 5:5 from 92,000,000 pounds in May. ong se 
MANUFACTURERS’ point for shipments was 77,00,000 pounds 
New Orders—$b (cd) Total May 21.9 23.1 23.6 14.6 | in March according to figures of the Textile 
Durable Goods May 10.6 11.9 12.4 7.1 Economics Bureau. Shipments in the first 
Non-Durable Goods____ | May 11.3 11.2 11.2 7.5 | six months of the year totaled 526,400,000 
Shipments—$b (cd)—Total**______ | May 22.4 22.8 22.6 8.3 | pounds, still 20% below last year’s record 
Durable Goods May 11.1 11.3 10.8 4.1 | first half. With production during June sub- 
Non-Durable Goods_____ | May i1.3 11.4 11.8 4.2 | stantially below deliveries, producers’ IN- 
naan SRNR. Gab doe VENTORIES of rayon and acetate dropped 
seaumictiiadiadh hieay 70.0 70.2 69.0 28.6 | to 93,800,000 pounds at the end of June 
samuidbiananer rae 425 42.5 38.1 16.4 from 107,800,000 pounds on hand a month 
saiaheaiieay ane 9.5 97 10.3 41 | earlier. On June 30, 1951 stocks amounted 
hatin ion 18.1 18.0 20.6 g.1 | to = Lipset pounds while oe 
record for inventories was reached on 
ae eee oe = : a vad z March 31 of this year when manufacturers 
BUSINESS ACTIVITY—1I—pc | July 5 163.9 167.4 175.2 141.8 had 119,700,000 pounds of their product 
(M. W. S.)—I—np July 5 195.2 199.3 2045 1465 | on hand. 

















IND 











496 


THE MAGAZINE OF WALL STREET 











































































































Latest Previous Pre- 
Wk. or Wk.or Year Pearl 
Date Month Month Ago Harbor* 
INDUSTRIAL PROD.—1 np (rb)** May 214 216 222 174 
Mining May 161 164 165 133 
Durable Goods Mfr May 275 276 276 220 
Non-Durable Goods Mfr.__--— ss | May 182 184 198 151 
July 5 447 649 588 833 
ADINGS—t—Total 
yin Freight July 5 257 312 324 379 
ae July 5 56 69 62 «156 
‘oaks és July 5 60 70 39 43 
ELEC. POWER Output (Kw.H.) m July 5 6,453 7,318 6,077 3,267 
SOFT COAL, Prod. (st) m July 5 1.1 8.7 “s 10.8 
Cumulative from Jan. 1 July 5 243.3 233.5 267.0 44.6 
Stocks, End Mo May 79.5 78.1 74.8 61.8 
PETROLEUM—(bblIs.) m 
Conte Geapess aihy july 5 6.1 6.2 6.2 4d 
Gasoline Stocks July 5 120 121 136 86 
Fuel Oil Stocks. July 5 46 45 44 94 
Heating Oil Stocks July 5 68 64 74 55 
LUMBER, Prod.—(bd. ft.) m 
Stocks, End Mo. (bd. ft.) b July 5 365 575 250 632 
May 8.2 8.1 6.6 12.6 
STEEL INGOT PROD. (st) m pom 16 83 87 70 
Cumulative from Jan. 1 aies 45.1 43.5 52.3 747 
ENGINEERING CONSTRUCTION iad 
mr tet July 10 382 223 361 94 
Cumulative from Jan. 1 July 10 6,388 7,006 8,049 5,692 
MISCELLANEOUS 
Paperboard, New Orders (st)t___ July 5 205 180 268 165 
u 
— nha Sales—b pote 32 32 33 17 
., Cigars—m 
May 497 492 479 543 
Do., Manufactured Tobacco (Ibs.)m_ May 18 18 19 28 





PRESENT POSITION AND OUTLOOK 





Consumers are salting away a good part 
of their savings in LIFE INSURANCE AND 
ANNUITIES with premium payments in the 
first six months of this year exceeding $4 
billion, which sets a new record. American 
families purchased $14.7 billion of new 
coverage during the first half raising their 
aggregate protection to nearly $265 bil- 
lion at mid-year. The total funds backing 
the nation’s life insurance policies rose to 
an estimated $70 billion on June 30, a $4 
billion increase over a year ago. BENEFIT 
PAYMENTS by life insurance companies 
also hit a record level of $2.1 billion in the 
first six months of this year, some $75 mil- 
lion above the corresponding period of 
1951. 


* * * 


Output of FINISHED PORTLAND CE- 
MENT in May totalled 21,829,000 barrels 
as mills operated at 92% of capacity, the 
U. S. Bureau of Mines has reported. May 
output showed a seasonal improvement 
over the 19,817,000 barrels produced in 
April but was slightly below the 21,924,000 
manufactured in May 1951. SHIPMENTS 
of finished portland cement came to 23,- 
282,000 barrels in May, down 6% from a 
year ago. With May shipments above out- 
put, mill stocks of cement fell to 23,219,000 
barrels on May 31, 1952 from 24,675,000 
barrels on hand at the end of April, but 
19% above May 31, 1951 inventories. 





(1935-9—100). Ib—Labor Bureau. 


Ib2—Labor Bureau (1947-9—100). 


b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. lly adjusted index 
Ib3—Labor Bureau (1935-9—100). 
publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without ¢ 
pe—Per capita basis. rbh—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. +=Theweenils 
*—_1941; November, or week ended December 6. **—Seasonally adjusted. 


seasonally adjusted monthly totals = annval rate, before taxes. 





It—Long tons. a mpt—At mills, 


tion for lati 
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1952 1952 
No. of 1952 Indexes 1952 1952 (Nov. 14, 1936, Cl.—100) High aie July 3 July 11 
Issues (1925 Cl._—100) High Low July 3 July 11 100 HIGH PRICED STOCKS........... 127.9 119.2 127.9 127.6 
330 COMBINED AVERAGE .......... 200.2 190.9 200.2 199.6 100 LOW PRICED STOCKS........... 241.5 226.9 233.3 232.4 
4 Agricultural implements........... 295.8 270.6 273.6 270.6 5 Investment Trusts....................... 104.8 97.9 105.8 104.8 
10 Aircraft (‘27 Cl.—100) 278.2 331.5 334.5A 3 Liquor (‘27 Cl.—100)... 1146.9 910.4 966.6 955.4 
7 Alr Lines (‘34 Cl.—100).... 616.9 656.4 640.6 Wh CNN a os, oconasaccececcedaaee 216.6 197.9 210.4 210.4 
8 Amusement... eee 80.0 81.0 81.9 3 Mail Order ............. 130.6 116.4 121.5 122.8 
10 Automobile Accessories 232.0 244.0 241.6 3 Meat Packing ................ ..... 100.2 88.4 89.3 90.3 
11 Automobiles ................0000.000 40.2 41.8 41.4 13 Metals, Miscellaneous ............... 307.4 249.4 266.8 269.7 
3 Baking (‘26 Cl.—100).. 20.8 21.6 21.6 CRIMI aio canto cgu ne cea tandiacannes 443.7 395.3 419.5 419.5 
3 Business Machines .................... , 370.4 386.4 390.3 28 Petroleum ...................ccccceeeeeeeee 485.1 440.2 485.1 485.1 
2 Bus Lines (‘26 wattinas Re .uvaucexs 168.7 141.6 167.2 168.7A 30 Public Utilities .........0000000000.. 172.4 162.5 172.4 172.4 
OS CWE o..cscccccaceccsaconcedesesseess 418.0 356.4 384.8 376.7 9 Radio & TV ('27 Cl.—100)....... 34.5 31.1 33.3 33.3 
3 Coal Mining ......... 16.0 13.9 14.6 14.3 8 Railroad Equipment 59.2 63.0 62.4 
4 Communications .. 68.3 61.7 64.3 64.3 TE I so ovsacicscsthsciseicctscasseces 41.3 48.6 47.8 
9 Construction ......... fad 67.5 71.0 70.3 eM ee 38.2 48.5 46.6 
FT CMON isicivasovevciocecs<tacicenees 490.6 442.8 461.8 461.8 3 Shipbuilding 181.0 195.5 195.5 
9 Copper & Brass................0.0000. 169.7 138.8 153.3 151.7 3 Soft Drinks 301.2 320.2 317.0 
2 Dairy Products ............ 88.9 83.2 88.1 88.9A 4 Steel & Iron 135.3 144.3 144.3 
5 Department Stores ......... 66.0 60.1 65.3 66.0 DUBE occsscecsses 63.9 65.3 65.3 
6 Drugs & Toilet Articles... 233.1 212.7 219.5 217.2 2 Sulphur ...... 530.4 601.5 601.5 
2 Finance Companies G72.2 308.1 365.9 372.2A UI coo. os sec cdeawancsiansecions ° 164.1 177.8 177.8 
7 Food Brands ................ 178.7 Wes 178.6 176.8 3 Tires & Rubber ...................0..... 76.7 66.9 76.0 76.7A 
2 Food Stores 107.6 97.4 106.6 107.6A Co RR eerereee Serna ore 85.9 78.6 81.8 81.0 
3 Furnishings ........ 64.3 59.3 64.3 63.7 FD VGtlei SECC H ooo. 5cnescnnesniee 319.6 297.9 310.3 304.1 
WAGONS FRING 655608 <e-ce0scceccsesecseses 736.4 648.3 673.5 667.2 8 Unclassified (’49 Cl.—100).......... 119.7 115.1 118.6 117.4 

A—New High for 1952. 
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Trend of Commodities 





A preponderance of commodity futures have exhibited de- 
clining tendencies during the two weeks ending July 14 and 
| the Dow-Jones Futures Index lost 0.68 points during the period 
to close at 174.60% of the 1924-1926 average. Corn, rye, 
soybeans, cotton, rubber and zinc futures all were lower on 
July 14 than on June 30 while wheat, cocoa, wool tops, hides 
{| and coffee showed improvement. Oats, domestic sugar and 

: lead were but little changed. September wheat gained 212 
cents during the period under review to close at $2.32. This 
compares with a low of $2.29¥% for the life of the option which 
was reached on June 30. Wheat was buoyed by the U. S. De- 
partment of Agriculture estimate of a 1,048 million bushel 
winter wheat crop based on July 1 conditions. The Department 
also predicted that spring wheat output would reach 201 mil- 
lion bushels. The total indicated production—1,249 million 
bushels—is lower than the June forecast of 1,326 million 








bushels although considerably above the 1951 crop of 97] 
million bushels. Domestic consumption plus exports ia the cur. 
rent season are placed at some 1,100 million bushels leaving 
a sizeable surplus to add to this season’s carry-over. However 
most of the surplus is expected to go into the government loan. 
September corn lost 2% cents during the period as the gov. 
ernment's first report on the new crop estimated a harvest of 
3,365 million bushels compared with 2,941 million bushels in 
1951. With a smaller hog crop in prospect, consumption re- 
quirements may decline. October cotton dropped 51 points in 
the two weeks ending July 14 despite an Agriculture Depart. 
ment estimate that acreage under cultivation on July 1 totaied 


26,051,000 acres which was below general expectations. Re- | 


ports of beneficial rains coupled with reported progress in 
the Korean truce negotiations brought increased selling pres- 
sure into the market. 


































































































































































































WHOLESALE COMMODITY PRICES 
130 130 
| 1947-49 =100 
120 | ¥ 
a 7 ALL COMMODITIES 120 
110 = 
J INON ARM PRODI'CTS 
Peas 
100 a : PT ede 
ba Pe 
it) ‘8 
e 
90 Farm PRODUCTS] W 
80 \ 400 
710 
90 
60 VEMANIIASONILY FHANHeIASON 
1945 1946 WHT 1948 1949 {950 1951 1952 195) 1954 








U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 

















Date 2Wks. 3Mos. 1Yr. Dec. 6 
July14 Ago Ago Ago 194! 
28 Basic Commodities 293.2 292.8 295.7 330.7 156.9 
11 Domestic Commodities 285.1 284.2 294.5 350.6 157.3 
17 Domestic Commodities 2°3.6 298.4 296.5 318.5 156.6 
i 
COMMODITY FUTURES INDEX 
APR. MAY JUNE 
200 
» 
190 DOW-JONES 





COMMODITIES INDEX 
































14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1952 1951 1950 1945 1941 1939 1938 1937 
BOI ots Siscicscace 181.2 2145 2047 958 743 783 658 93.8 
BOOP ccscssscaveess 173.1 174.8 134.2 83.6 58.7 616 57.5 647 
498 











Date 2 Wks. 3Mos. 1 Yr. Dec.6 
July 14 Ago Ago Ago 194! 
7 Domestic Agriculture 355.2 350.2 338.2 364.3 163.9 
12 Foodstufts: «.....+:..:.0..0:. . 360.1 357.3 347.8 367.8 169.2 
16 Raw Materials . 267.3 267.7 282.1 316.1 148.2 
RAW MATERIALS SPOT INDEX 
APR. MAY JUNE 
\8o 
170 
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Average 1924-26 equals 100 


1952 1951 1950 1945 1941 1939 1938 1937 

BERD xcés-ccoccccasces 192.5 215.4 202.8 111.7 88.9 67.9 57.7 86.6 
MSN cece cisccssety 167.6 176.4 140.8 98.6 58.2 489 473 54.6 
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What Second Quarter 
Earnings Reveal 





(Continued from page 475) 


mately 4% to 5% higher, the ef- 
fect has been to reduce operating 
income by about 12% in the first 
quarter and, an estimated further 
decline of 5% in the second quar- 
ter. 


Sales and Profit Margins 


Analysis of the accompanying 
table shows a divergence between 
the trend of sales for some com- 
panies and their profit margins. 
Thus, out of the twenty companies 
listed, eleven reported increases 
in sales, most of them quite mod- 
est, five reported declines and four 
were about unchanged. On the 
other hand, the profit margin for 
thirteen of these companies was 
lower, in some cases considerably 
lower, six were slightly higher, 
and one practically unchanged. 

This showing would seem to in- 
dicate the cost of doing business 
is increasing at a much more 
rapid rate than sales. Of prime 
importance, in this respect, is that 
prices for most manufactured 
products are no longer rising—in 
fact, some are declining—thus nar- 
rowing the margin of profit. Obvi- 
ously, it would take a sharp in- 
crease in sales or prices to offset 
the increased operating cost and 
thus raise the profit margin. A 
decline in costs would also be a 
helpful factor but recent experi- 
ence indicates the difficulty of at- 
taining this objective under pres- 
ent high wage costs, in addition 
to the tax factor. 

Probably the only industries 
relatively immune from the gen- 
eral declining tendency in earn- 
ings are the railroads, public util- 
ities, and petroleum companies. 
The railroads, of course, have been 
aided by higher freight rates and 
the public utilities, with a low 
wage factor and higher rates 
granted by the State Public Util- 
ity Commissions, are able to show 
continued good earnings on the 
rising volume of gross income. 
Petroleum is aided by a firm price 
level, expanding demand and a 
still relatively low wage factor. 


Second quarter earnings for the 
steel companies undoubtedly have 
suffered shrinkage as a result of 
the strike which saw the mills 
shut down in June. With one third 
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of the quarter unproductive, it is 
most likely that full returns for 
the period will make the poorest 
showing in years. The industry’s 
tax bill, of course, will be much 
lower but this will not fully offset 
the decline in profits arising from 
the shut-down. 


Third and Fourth Quarters 


The third quarter should see 
improvement in earnings but a 
return to earnings completely 
comparable with those of last year 
cannot be expected until the 
fourth quarter. In the meantime, 
the ending of steel supplies is 
causing a partial or complete ces- 
sation of operations in other in- 
dustries whose earnings also will 
be affected as long as supplies of 
steel are unavailable. It may be, 
therefore, that former expecta- 
tions of a general pick-up in earn- 
ings in the third quarter will 
prove premature. 

In the following we give briefly 
an analysis of the second quarter 
statements of several companies. 
In the next issue, we shall list 
additional second quarter earn- 
ings of leading companies. 

Kelsey-Hayes Wheel Co. Earn- 
ings of this largest independent 
wheel manufacturer for the truck 
and automobile industry, while 
relatively satisfactory, have 
shown a downward trend in the 
past three successive quarters. 
Earnings (fiscal year ends Aug- 
ust) per share on the combined 
“A” and “B” stock were $2.13 a 
share in the final quarter of 1951 
ending August; $1.90 in the quar- 
ter ending February 1952 and 
$1.74 a share in the quarter end- 
ing May. Sales rose about $6 mil- 
lion in this quarter but the net 
profit margin declined to 3.6% 
compared with 5% in the pre- 
vious quarter. Partly accountable 
for the decline was the increase 
of almost $900,000 in income taxes 
for the period. For the nine 
months ended May 1952, earnings 
per share on the combined stock 
were $5.32 against $6.28 for the 
same period 1951. While civilian 
output has been handicapped by 
controls, it is anticipated that 
expansion in output for military 
purposes will bring higher sales 
in the final quarter of the fiscal 
year. Based on the showing for 
the first nine months of the fiscal 
year, it is estimated that full 
year’s earnings will be around $7 
a share, compared with $8.60 a 
share in the previous fiscal year. 


Wesson Oil & Snowdrift Co. 
This company has had a slump in 
earnings during the second and 
third quarters of the fiscal year 
ending August. Earnings for the 
quarter ending February were 33 
cents a share compared with 48 
cents a share the previous quar- 
ter. In the May quarter of 1951, 
earnings were 93 cents a share. 
Net operating profit is at the low 
figure of 1.6%, slightly under the 
1.7% of the previous quarter but 
considerably below the 3.1% of 
the May quarter of 1951. Volume 
sales dropped and in dollars were 
$42.7 million for the May quarter, 
compared with $48.7 million in 
the February quarter. Inventory 
losses which took place in the first 
six months of the fiscal year end- 
ing last October are not likely to 
be duplieated for the last half of 
the fiscal year, as it is considered 
prices are at about the lowest 
point probable for the period 
ahead. Wesson Oil & Snowdrift is 
the largest processor of cottonseed 
oil and the over-supply of this 
commodity in addition to price 
weakness has a direct bearing on 
the profit margin. Indications are, 
based on the earnings for the first 
nine months of the fiscal year, 
that earnings for the full year 
ended August 1952 will be some- 
what under the $3.46 a share 
earned the previous fiscal year. 

Robbins Mills, Ine. Reflecting 
earlier difficulties in the field of 
synthetic filament yarns, of which 
the company is an important 
manufacturer, earnings have been 
superseded by deficits in the quar- 
ters of the fiscal year ending No- 
vember. During these two quar- 
ters deficits amounted to 7 and 78 
cents a share respectively and, 
consequently, a substantial deficit 
in the operating margin was in- 
curred during the May quarter. 
These losses accrued notwith- 
standing that there was no pro- 
portionate decline in the quarterly 
sales, these standing at $12.7 mil- 
lion in the May quarter, compared 
with $14.1 million in the Febru- 
ary quarter. Mark-downs and non- 
recurring expenses contributed to 
the decline but it is expected that 
the final half of the year will see 
the company restored to profitable 
operations. However, due to the 
deficits of the first half, earnings 
for the full fiscal year will un- 
doubtedly be under the $2.01 a 
share earned the year previous. In 
the period 1947-1950, the company 
earned from $4.47 a share annu- 
ally to as high as $10.50 a share. 
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Tobacco Stocks 
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the combined common shares fell 
from $3.73 for 1950 to $2.92 a 
share for last year. Reynolds’ 1952 
first quarter sales also were up, 
being $20.4 million ahead of the 
1951 first quarter. Although this 
gain failed to carry down to net 
earnings, the net result enabled 
the company to show earnings of 
68¢ a share for the common stock 
or one cent a share better than in 
the 1950 first quarter. 

Of the big three, Liggett & Myers 
appears to have made the best 
showing in 1951. Total net sales 
for the year were $539.9 million, 
and although this represented a 
gain of only $9.4 million over the 
previous year, common share 
earnings as a percentage to sales 
surpassed both American and 
Reynolds, amounting to 3.76%. 
Like its two big competitors this 
percentage was down from that 
of 1950 when it was equal to 
5.20%, in which year common 
share earnings were equal to $7.05. 
This compares with net of $5.19 a 
share for last year. However, the 
trend for Liggett & Myers appar- 
ently is still downward. Sales in 
the first quarter of the current 
year have shown a moderate gain 
over last year’s, the increase 
amounting to $3.5 million, but was 
of no direct benefit to the common 
stock which earned 91¢ a share 
against $1.32 a share in the 1950 
first quarter. 

From the standpoint of gains in 
net sales, Philip Morris made the 
poorest showing for 1951. Net 
sales for that year were $306.6 
million, or only $894,000 above 
those for 1950. Net earnings for 
the common stock as a percentage 
to sales, however, were relatively 
high, being equal to 3.68% in 1951, 
compared with 5.03% in 1950. Net 
income available for the common 
was $11.3 million or $4.65 a share 
which compares with the 1950 fig- 
ure of $15.4 million or $6.22 a 
share. 

Although Lorillard entered the 
popular price field with Old Golds 
about seven years prior to the in- 
troduction of Philip Merris cig- 
arettes, the company has been un- 
able to achieve a comparable de- 
gree of success in building sales 
volume. From this standpoint it 
ranks as the smallest of the five 


leaders in the field. Last year, how- 
ever, 1ts gain surpassed that of 
Philip Morris by a substantial fig- 
ure, being $20.5 million, carrying 
net sales to a record figure of 
$188.4 million. This increase, the 
best Lorillard has recorded, prob- 
ably reflects its revitalized adver- 
tising campaign which has been 
helped by the growth in national 
cigarette consumption. This up- 
surge in sales continued through- 
out the first quarter of 1952, the 
gain being $7 million over the 1950 
quarter, but which, as in the case 
of others making up the big five, 
it was unable to carry to net earn- 
ings which on a per share basis 
equalled 41¢, compared with 50¢ 
in the 1951 first quarter. Net earn- 
ings of $5.1 million in 1951, as a 
percentage to sales, amounted to 
2.72%, falling off from the 1950 
figure of 3.99%. Per share earn- 
ings last year equalled $1.78 
whereas net income in 1950 were 
equivalent to $2.69. 

The astounding growth in pop- 
ularity of king-size cigarettes 
awakened others of the big five 
to bring out king-size cigarettes 
in competition. Reynolds intro- 
duced Cavaliers, Lorillard began 
to push Embassy, Liggett & Myers 
pushed Fatimas, Philip Morris 
added its Dunhill to the array. 
Each one of these brands was ad- 
vertised without emphasis as to 
the name of the maker. The motive 
undoubtedly was to lure smokers 
who favored king-size cigarettes 
and avoid the possibility of losing 
the custom of those smoking the 
company’s standard-size brands. 

Liggett & Myers lately intro- 
duced a king-size cigarette under 
its established brand — Chester- 
field. It may be that Liggett & 
Myers figures they’1!] hold sales vol- 
ume for their standard-size and 
reap the benefit of the many years 
of Chesterfield advertising by at- 
tracting smokers who favor the 
king-size cigarette. 

To what proportions sales of the 
longer cigarette will rise remains 
a question. Meanwhile the indus- 
try is seeing other styles of cig- 
arettes developing. So-called in- 
dependent cigarette makers are 
pushing filter mouth-piece ciga- 
rettes with some degree of success. 
These apparently have an appeal 
to the ladies and to the male 
smoker who believes that the 
filter mouth-piece cuts down the 
amount of nicotine and tars en- 
tering the mouth and lungs. Com- 
petition from this source poses 
the question as to whether the big 


five will be forced to bring out a 
competitive product making it 
necessary to increase advertising 
appropriations to sell the new 
products and further develop 
markets for standard and king- 
size smokes. 

These are all factors which 
have a tendency to upset the equi- 
librium of the industry which is 
now confronted with higher costs 
as well as higher taxes that are 
eating heavily into net profits at a 
time when many of the companies 
need all the working capital avail- 





able for operations, inventory and | 


advertising. American Tobacco is 
contemplating issuing additional 
common stock to _ strengthen 
working capital and also floating 
a $50 million bond issue, the pro- 
ceeds of which will be used to re- 
duce bank loans. The company is 
in a strong financial position and 
there does not appear to be much 
doubt, as to continuing the cur- 
rent dividend of 75¢ a share quar- 
terly on the common stock. An 
extra payment of $1 a share has 
already been distributed this year, 


on which basis the common stock | 


is selling to yield 6% at its recent 
price. 

Reynolds’ conservative Class B 
common share dividend of $2.00 
annually should be maintained. 

Liggett & Myers’ earnings for 
the current year will probably be 
sufficient to cover dividends at an 
annual rate of $4.00, but it is not 
expected that the company will 
duplicate in this year the $1 extra 
which it distributed in 1951. Its 
financial strength is comparable 
with that of its two big competi- 
tors and earnings may be better 
than anticipated if the king-size 
Chesterfield goes over in a big 
way. 

Philip Morris should maintain 
dividends at the current rate of 
$3 a share annually. Earnings 
last year provided an adequate 
margin of safety and while net 
for 1952 may be off somewhat 
from that level it still should pro- 
vide ample coverage. 

In view of the possibility of a 
further contraction in earnings 
during the current year, Loril- 
lard’s dividend is not entirely 
secure but may be continued for 
a period. While the company is in 
a good financial position its need 
for working capital is as acute as 
that of any of the others of the 
big five. 

Bayuk, among the cigar con- 
cerns, reported net sales for 1950 
of $30.2 million, a year of un- 
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precedented employment and high 
wages. In the following year, 
1951, when similar conditions 
prevailed, sales were practically 
unchanged; in fact, they were off 
by about $24,000. 

Consolidated Cigar, one of the 
foremost in the industry, reported 
for 1951 net sales of $49 million, 
which were $1.1 million less than 
in 1950. Consolidated, however, 
differs from Bayuk in regards to 
sales trend in that while 1951 vol- 
ume was off from the previous 
year, they exceed any other year 
in the company’s history. Bayuk, 
on the other hand, has been ex- 
periencing a downtrend in sales 
ever since its peak year of 1948, 
accompanied by more than a cor- 
responding decrease in net earn- 
ings which for 1951 fell to $607,- 
476 or 77¢ a share, the lowest 
level reached in about 20 vears. 
First quarter of 1952 net was 8¢ 
a share compared with 17¢ a vear 
ago. This is not definitely an indi- 
cation of full year’s results but it 
does not provide reason to expect 
a material, if any, improvement 
over 1951 results. Consolidated 
Cigar also showed a decline in 
1951 net results, these being equal 
to $6.10 a share, compared with 
$7.26 a share in 1950, but still 
more than three times annual div- 
idend needs of $2 a share. First 
quarter results for 195°, have 
been equal to those for the 1951 
period indicating that there is a 
good possibility of 1952 net run- 
ning close to 1951 figures, amply 
securing the current $2 annual 
dividend. At its recent price the 
yield is 6.9%. At present Bavuk 
is paying 75¢ annually in divi- 
dends. Payments at this level do 
not appear too certain and _ it 
seems that a reduction in the rate, 
currently vielding 7.67, is a likeli- 
hood. 

For 1951, General Cigar made 
a favorable showing. Notwith- 
standing higher taxes and a gen- 
eral increase in the cost of doing 
business it was able to net $1.60 
a share, a material improvement, 
considering everything, over the 
$1.15 a share earned in 1950. In 
the first quarter of this vear, net 
was off by 13¢ a share from the 
43¢ earned a year ago. The com- 
pany has an advantage in its line 
of low-priced cigars enjoving con- 
siderable popularity. Net for 1952 
may show some decrease but 
should be sufficient for current $1 
a share annual dividend require- 
ments. 


(Please turn to page 502) 


JULY 26, 1952 











CLC#. 


QLC.£: reports for the Fiscal Year 
ending April 30, 1952 


Consolidated net earnings of the American Car and Foundry Company and 
subsidiaries for the fiscal year ended April 30 amounted to $7,202,165, equal 
after preferred dividend requirements to $8.63 per share on the outstanding 
common stock, according to the Company’s 53d annual report to shareholders. 


This compares with net earnings of $2,675,914, or $1.08 per common share, 
for the fiscal year ended April 30 last year. 

Gross sales for the latest year amounting to $173,964,755 represented an 
increase of more than 40 per cent over the $119,657,304 volume reported for 
the year ended April 30, 1951. 


The substantial gains recorded in sales and earnings were made by the 
company despite “its share of the troubles of the present era” in the form of 
strikes, manufacturing difficulties, shortages of materials, rising costs and other 
unfavorable factors, John E. Rovensky, chairman of the board, explained in 
his comments to the stock owners. 


Mr. Rovensky revealed that the company’s direct taxes for the past year 
amounted to over $10,300,000—a sum equal to 143% of the year’s net earnings. 


Backlog of orders on June 1 approximated $383,000,000 divided roughly 
into $125,000,000 of cars, carburetors, valves and miscellaneous products and 
$258,000,000 of defense work. A year earlier the backlog totaled some 
$340,000,000. 

Commenting on the past year’s operations and the future, Mr. Rovensky 
said: 

“Throughout the year we suffered from a shortage of materials—mainly 
steel—which became so acute in the second half of the year that we had to 
reduce our freight car production from five tracks to three and even these three 
were occasionally shut down for brief periods. 


“We, like all industry, suffered indirectly from the continual outbursts 
of strikes in the plants of our suppliers—a natural result of labor having be- 
come an almost impregnable monopoly. In addition to these we had a six 
weeks’ strike at our largest plant, Berwick. This strike was in flagrant violation 
of a written agreement which provided that all grievances which were not 
settled by negotiation between labor and management were to be submitted to 
arbitration. After a strike which cost our employees six weeks’ wages and cost 
your Company a substantial sum, the grievance was submitted to arbitrators 
(as it ought to have been in the beginning) and is in process of adjustment. 


“Our output of defense products was much smaller than had been antic- 
ipated, due to some extent to delays of our suppliers in the produc tion of tools, 
but mainly to changes in specifications. There has been great progress in the 
improvement of the implements of war and our Government commendably 
desires to place the very latest and best at the disposal of its armed forces. This 
necessitates changes in specifications which at times slow down our shop pro- 
duction but, after all, this is for the best interest of the country and we must 
bear it with fortitude as part of our contribution to the defense effort. Defense 
work did not add materially to our earnings during the past year. 


“To offset these difficulties the utmost effort had to be made to obtain 
efficiency of production—the improvement of methods—the curtailment of waste. 
That our efforts were not in vain is shown by the fact that our sales increased 
in volume more than 40 per cent over the previous year, reaching the satis- 
factory figure of approximately $17+,000,000. 


“Our consolidated earnings for the year, after income taxes, amounted to 
$7,202,165 compared to $2,675,914 last year. They would have been even larger 
had it not been for the necessity of writing off obsolete facilities at Madison, 
Chicago and Detroit. On the other hand, it must be borne in mind that in 
calculating depreciation, the present unrealistic Internal Revenue laws do not 
permit us to deduct from our current earnings a sum equal to the increasing 
(due to inflation) replacement cost of worn-out equipment. We are thus com- 
pelled to pay taxes on earnings in excess of what we really make and when we 
eventually replace worn-out equipment we shall have to dip into our capital 
resources. .. a 

Mr. Rovensky concluded his remarks with the following comment on the 
outlook: 

“If we had the assurance that there will be only the normal amount of 
strikes and other difficulties and that steel and other materials would be avail 
able even in the limited manner current last year, the outlook for earnings 
during the coming fiscal year would indeed be satisfactory. However, there has 
not been iny period since the war containing as many uncertainties as the 
present.” 


AMERICAN CAR AND FOUNDRY COMPANY 
July 18, 1952 
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dividend 


notice 


The Board of Directors of 
Delta Air Lines, Inc. has 
declared a quarterly divi- 
dend of 25¢ per share on 
the capital stock of the com- 
pany, payable September 2 
to stockholders of record at 
the close of business on 
August 15. Two similar div- 
idends were paid on March 
1 and June 2, 1952. 


DELTA AIR LINES 
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A Growing Company in a Seoul sail 








CREPED PAPERS + GIFT WRAPPINGS 


DIVIDEND NOTICES 


Debenture: The regular quarterly 
dividend of $2.00 per share on the 
Debenture Stock will be paid Sept. 
3, 1952, to stockholders of record 
Aug. 11, 1952. 


“A” Common and Voting Common: 


A quarterly dividend of 30 cents 
per share on the “A” Common and 
Voting Common Stocks will be paid 
Sept. 3, 1952, to stockholders of 
record Aug. 11, 1952. 


A. B. Newhall, Treasurer 


Dennioon Manufacturing Bo; 
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year 
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New Investment Status for 
Tobacco Stocks 





(Continued from page 501) 


Snuff is a business peculiar 
unto itself. Snuff users seem to be 
created by their environment and 
sales over a period of years have 
held fairly steady. United States 
Tobacco is one of the largest sel- 
lers of snuff, but in recent years 
has been exploiting the market 
for its pipe tobaccos and only re- 
cently entered the cigarette field 
with a denicotined and a king-size 
cigarette. Sales have been consist- 
ently upward for the last five 
years reaching $23.3 million in 
1951, net for the year being equal 
to $1.53 a share. 

Both George W. Helme Co., and 
American Snuff Co., also reported 
higher sales for 1951, although 
net income on a per share basis 
for the common stocks for both 
companies were too close to divi- 
dend requirements for comfort. 
All three, however, have main- 
tained dividends over long peri- 
ods of years and their common 
stocks are entitled to be rated 
sound issues affording attractive 
yields. 





Can Food and Dairy 
Companies Widen Profit 
Margins 





(Continued from page 487) 


are demanding substantial wage 
increases. Cracker and _ biscuit 
manufacturers have made pro- 
gress in reducing costs through 
installation of labor-saving equip- 
ment, but bread makers are more 
vulnerable to local competition 
from small bakeries having fewer 
distribution problems. 

A pronounced growth in de- 
mand for frozen foods is contribut- 
ing to expansion and diversifica- 
tion among basic processing 
companies. Keen competition has 
minimized profits in this develop- 
ment, especially among processors 
of concentrated citrus fruit juices, 
but distribution facilities still are 
somewhat primitive and vigorous 
promotion activities could boost 
consumption to levels which would 
offer the benefits of economies 
from large volume. Development 
of new products from research 
laboratories should contribute to 


THE 


MAGAZINE OF 


growth in processing lines. En- 
couraging progress already has 
been made in this direction. New 
breakfast cereals that tend them. 
selves to extensive advertising 
have helped modestly in maintain- 
ing volume for leading feed and 
cereal concerns. 

In appraising individual com- 
panies, one gains the impression 
that growth characteristics of the 
food processing industry are 
rather limited. New products oc- 
casionally are introduced that 
contribute enlarged sales, but for 
the most part gains are closely 
related to the growth trend in 
population. A gradual shift in 
consumer preference from butter 
to margarine seems to afford an 
opportunity for a company such 
as Best Foods to experience bet- 
ter than average progress. The 
recent repeal of restrictions on 
the sale of colored margarine in 
the important New York market 
should give impetus to demand 
for margarine. In the last ten 
years it is calculated that butter 
sales have declined 35 per cent 
and margarine sales have gained 
40 per cent. Consumption of but- 
ter fell to a new low on a per 
capita basis last year, while mar- 
garine rose to a new peak. Eco- 
nomists believe that consumption 
of butter and margarine may be 
about equal before the end of 
next year. 


Food Processors 


Earnings of Best Foods rose 
sharply during the war and in 
the subsequent business boom to 
a peak of $6.36 a share and have 
been trending lower since 1948. 
Net profit for the fiscal year ended 
June 30 is estimated to have ap- 
proximated $2.50 a share, com- 
pared with $3.20 in the preceding 
year. Dividends are being paid at 
a $2 annual rate. A high propor- 
tion of earnings has been dis- 
bursed as dividends, and improve- 
ment in the profit showing may be 
needed to warrant maintenance of 
the regular 50-cent quarterly rate. 

General Foods is the leader in 
processing and marketing pack- 
aged foods. Sales have risen phe- 
nomenally to more than $600 mil- 
lion annually, while net profit alse 
has climbed spectacularly, but not 
at the same rate as sales. Margins 
gradually have narrowed. Never- 
theless, careful planning and de- 
velopment of new products sup- 
port reasonably satisfactory earn- 
ing power. Net profit has declined 
moderately in reflecting the ad- 
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verse effect of price ceilings and 
higher taxes. Indications are that 
earnings of about $3.50 a share 
should be a reasonable expecta- 
tion in a normal year. This would 
afford ample coverage for the reg- 
ular $2.40 annual dividend. 

In dairy products, the Borden 
Company is a prominent factor. 
Sales volume has climbed to more 
than $700 million annually and 
with the extension of production 
into chemicals and other related 
output, further gains in ship- 
ments to consumers may be an- 
ticipated. Net profit has shown 
consistent improvement even 
though higher tax rates have held 
down earnings after taxes in the 
last couple of years. Dividends of 
$2.80 to $3 a share seem a reason- 
able hope. 

National Dairy Products has 
strengthened its competitive po- 
sition by placing increasing stress 
on manufactured products other 
than fluid milk. Ice cream and 
cheese are much more important 
contributors to profits than in 
earlier years. Management ap- 
pears committed to a policy of en- 
larging volume of wider-profit 
products. Earnings this year are 
expected to compare favorably 
with the 1951 showing of $4.07 a 
share, while dividends should hold 
at about $3 a share. 





Will Market Break Through— 
After 4 Tries? 





(Continued from page 467) 


listed on the Big Board total over 
2,660 million against an average 
of only 980 million in 1929, but 
brokers’ loans are less than $1 
billion, against more than $8.5 
billion at their 1929 peak. They 
are a fraction of 1% of the total 
market value of listed shares, 
compared with not far from 10% 
at the 1929 market high. Again, 
trading volume in 1929 was equiv- 
alent to about 115% of total 
shares listed, compared with a 
rate, projected annually, of only 
about 18% so far in 1952. 
Every statistic cited emphasizes 
that this is a far sounder and less 
speculative market than that of 
1929. The same is so, in lesser de- 
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gree, if similar comparisons are 
made with the 1946 and 1937 bull- 
market highs. Moreover, we are 
measuring stock prices in a de- 
preciated dollar which is unlikely, 
even during the next business de- 
pression, to recover, temporarily 
or not, more than a moderate por- 
tion of the purchasing value 
clipped out of it. This must have 
some meaning, although far from 
a precise one, for stock prices. 
Measured in prewar dollars 
(1935-1939 average value) the 
industrial average stands not at 
274 but at 146, compared with a 


1929 high (similarly adjusted) of 
about 307. 

These are probably stronger 
arguments against a nose dive in 
stock prices any time soon, bar- 
ring global war, than in behalf of 
a soaring rise. No doubt market 
moderation will be statistically 
provable at whatever high is 
reached this summer or this year. 
That will not prevent a following 
downswing of at least some pro- 
portions. Your general investment 
policy should remain selective and 
reasonably conservative. — Mon- 
day, July 21. 
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1 Southern California } 
4 . 
4) = Edison Company 


‘ DIVIDENDS ¢ 


? CUMULATIVE PREFERRED STOCK ¢ 
‘ 4.08% SERIES ¢ 
¢ DIVIDEND NO. 10 4 


> CUMULATIVE PREFERRED STOCK ? 
> 4.88% SERIES ; 
4 DIVIDEND NO. 19 , 
4 The Board of Directors has} 
authorized the payment of the 
§ following quarterly dividends: } 
¢ 251, cents per share on the 
4§ Cumulative Preferred Stock, ? 
Y 4.08% Series; ‘ 
} 3014 cents per share on the p 
«Cumulative Preferred Stock, ff 
4 4.88% Series. > 
, The above dividends are pay- 
4s able August 31, 1952, to stock- Pf 
> holders of record August 5, ; 
, 1952. Checks will be mailed 
from the Company's office in VS 
d Los Angeles, August 31, 1952. ¢ 


P.C.HALE, Treasurer 
Ys July 18, 1952 ‘ 























Bank Earnings for the 
First Half 





(Continued from page 483) 


an additional $100 million in cap- 
ital funds. 

Following the breakdown of 
merger negotiations last year be- 
tween Chase National and Bank 
of Manhattan because of the like- 
lihood of stockholder opposition, 
a similar embarrassment occurred 
a few months ago between the 
Manufacturers Trust and the 
New York Trust. Consolidation 
would have pushed the Manufac- 
turers up to fourth place in the 
nation, passing the Guaranty 
Trust. But the merger was can- 
celled when stockholders of New 
York Trust (the country’s 21st 
largest bank) objected. 

Because of heightened interven- 
tion by dissident stockholders, it 
is quite possible that the wave of 
post-war bank mergers has pas- 
sed its peak. A recent and signifi- 
cant decision by a Philadelphia 
Federal court states that the 
stockholder of a national bank is 
entitled to the appraised value of 
his stock upon merger. Since the 
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appraised value is nearly always 
greater than the market value, 
this ruling is bound to crimp fu- 
ture consolidation plans. 

A second leading factor behind 
the merger trend has been the de- 
sire of the top banks to form huge 
branch banking systems. Surveys 
indicate that the quickest way to 
increase deposits is to place 
branches within easy access of 
the public. In most of our major 
cities today there is a race to be- 
come the number one deposit 
bank. A shortcut to this goal is 
the accumulation of branches 
through mergers. 

Another important reason for 
the accelerated rate of mergers 
has been the large turnover of 
personnel, which has been aggra- 
vated by a shortage of experi- 
enced workers. Turnover is now 
reported to be higher than in most 
industries. Since the end of World 
War II banks have had to replace 
nearly 30% of their staffs, against 
6% in the thirties. A pending 
shortage of top officials at the 
Manufacturers Trust, either be- 
cause of ill health or approaching 
retirement, was one reason for 
its desire to join with New York 
Trust. 


Variations Likely 


Based on actual operations for 
the first six months, indications 
are that New York City banks 
will earn $156 million during 
1952. This is a 1114% gain over 
1951. Wide variations are likely, 
with improvements in some in- 
stances as high as 25%, while a 
few will show declines. Stocks of 
the larger banks are likely to ben- 
efit to the greatest extent. For 
these, bigger lending volume will 
mean better earnings from the 
prime rates now prevailing. It 
also should be noted that New 
York bank stock values sell at a 
premium over inland or West 
coast institutions. During 1951, 
New York banks sold on the aver- 
age about 16 times earnings 
whereas some of the top Mid- 
Western banks sold only about 
nine and ten times earnings. 

The asset growth characteristic 
of the first half of the year is 
likely to continue through the re- 
mainder of 1952, with net operat- 
ing income remaining on the up- 
grade. Because of high taxes, 
dividend payments will stay on 
the conservative side. As an in- 
vestment, the merits of bank 
shares lie in their long-term in- 


vestment possibilities. This has 
been obvious during the past year 
as substantial interest has been 
shown by pension funds, trust ac- 
counts, and institutional buvers. 

Illustrating further the trend 
in resources and earnings during 
the past six months, the following 
comparisons reveal some of the 
highlights of several of the larger 
banks: 

Resources of the Bank of Amer- 
ica, world’s largest privately own- 
ed bank, have crossed the 714 bil- 
lion mark for the first time. De- 
posits on June 30 were $6,881 
million—also at a new record — 
compared with $6,815 million at 
the end of 1951. Loans were up 
$57 million to reach $3,689 million 
and the unusually high percentage 
of 48.7% of total assets. Earnings 
for the first six months, on the 
other hand, dropped to $30.85 mil- 
lion or $1.29 a share from $32.38 
million or $1.35 a share for the 
first half of 1951, 


Earnings for Chase National 
were markedly higher. For the last 
six months net profits amounted to 
$12.15 million or $1.64 as against 
$10.10 million or $1.37 a year ago. 
This jump occurred despite a 
three-cent per share drop on earn- 
ings from securities. To empha- 
size the heavy tax burden, Chase 
reserved for Federal and State 
taxes in the first half of 1952 
$16.83 million or $2.27 a share, 
contrasted with $11.42 million or 
$1.54 a share in the similar 1951 
period, an increase of 47%. De- 
posits touched an all-time high of 
$5,236 million against $5,149 mil- 
lion at the end of last year. Loans 
outstanding remained almost sta- 
tionary while Government secur- 
ities were up about $50 million to 
$1,232 million. 


Profits for Guaranty Trust were 
also increased substantially, re- 
flecting a higher return on loans, 
which outpaced the advance in 
taxes. Earnings for the six 
months were $10.71 million or 
$10.71 a share, compared with 
$8.72 million and $8.72 a share on 
the same number of shares for 
the first half of last year. While 
loans increased only slightly to 
$1,397 million, interest on loans 
and discounts rose sharply from 
$14.09 million to $18.86 million. 
Reserves for income taxes were 
$10.91 million, as against $7.29 
million for a corresponding peri- 
od in 1951. Deposits dipped to 
$2,624 million, while government 
securities were up moderately at 
$755 million. 
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Varying Aspects of Sugar 
Company Earnings Prospects 





(Continued from page 489) 


particularly serious drop when 
sugar demand is not sufficient to 
warrant full scale refinery opera- 
tion. Even with production run- 
ning at a high level, the profit on 
a pound of refined sugar at 1951 
prices will be less than 1 9th cent 
a pound, and 1.29 cents on each 
dollar of sales, as shown by Amer- 
ican Sugar Refining Co. last year. 

Earnings of sugar refiners fluc- 
tuate widely from one year to the 
next. A good illustration is to be 
found in the earnings reports of 
The National Sugar Refining Co. 
Net sales in 1951, of $136.2 mil- 
lion were off approximately $12 
million from the previous year. 
After adding miscellaneous oper- 
ating revenue of $3.8 million, 
which was roughly $1.2 million 
greater than the amount derived 
from the same source in 1950, 
net earnings amounted to $1.9 
million, or $3.36 a share on the 
common or capital stock. In 1950, 
earnings of $2.5 million were 
equal to $4.51 a share. 

American Sugar Refining Co., 
the largest of all domestic refiners 
experienced in 1951, conditions 
identical with those of its com- 
petitor. Its volume of business in 
that year was the fifth largest in 
its history, but 5.8% smaller than 
in the record year of 1950, which 
embraced “scare” buying at the 
outbreak of the war in Korea. Net 
sales and miscellaneous revenues 
in 1951, totaled $282.5 million. 
This includes income of $277 mil- 
lion from domestic operations and 
about $6.4 million net from Cuban 
sources. Out of this combined sum, 
American Sugar was able to real- 
ize a net profit of $7.5 million, or 
$8.74 a share on the common 
stock. Comparison of 1951 results 
with those of the preceding vear 
will not give an accurate picture 
first, because of the abnormal 
sugar demand that developed in 
the earlier year, and second, that 
the company credited $700,000 
after adjusting income tax 
charges. Before the latter credit. 
net per common share equalled 
$13.75, this figure, after the ad- 
justment, being brought up to 
$15.31 a share. 

American Crystal Sugar Co’s. 
beet sugar output in its fiscal vear 
ended March 31, last, was down 
3.36% from the previous year. 
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RICHFIELD 


Aatvidend notice 








The Board of Directors, at a meeting held July 10, 
1952, declared a regular quarterly dividend of 75 cents 
per share on stock of this Corporation for the third 
quarter of the calendar year 1952, payable Septem- 
ber 15, 1952, to stockholders of record as of the close 


of business August 15, 1952. 


RICHFIELD 


O¢l Corporation 


Executive Offices: 555 South Flower Street, Los Angeles 17, California 


Cleve B. Bonner, Secretary 
















The price structure 


stronger 
which existed for a good part of 


the period, aided by sustained 
sales of dried beet pulp, enabled 
the company to report a continu- 
ance of the uptrend in net sales 
which has been recorded during 
the last six years. Net sales in 
the 1952 fiscal period reached 
$41.1 million, just short of $3 
million over the previous 12 
months, and just by way of pass- 
ing interest, about $13 million 
greater than net sales in the 1950 
period. Higher costs and other 
expenses absorbed almost all of 
the 1952 gain so that net income 
of $1.9 million for the year was 
only about $11,000 more than the 
1951 figure. On a per share of 
common stock 1952 net was equal 
to $4.55 a share as compared with 
$4.52 earned in the previous vear. 

Notwithstanding improved 
prices for beet sugar which ap- 
peared to benefit both of its con- 
temnoraries in the industry, Holly 
Sugar Corp., on a comparative 
basis did not fare so well in its 
fiscal vear ended last March. Its 
production of sugar was off bv 
27°% from the earlier vear and 
unit volume of sugar sales was 
down by 14%. This means that 
more sugar was sold than was 
yroduced with the result that at 
the end of the vear Holly’s snear 
inventory was between 5 and 10% 
below normal. 

Net sales of $45.7 million for 
last year were down by $2.2 mil- 
lion from the previous 12 month 





COLUMBIA PICTURES 


CORPORATION 
The Board of Directors at a 
meeting held July 14. 1952 
declared a quarterly dividend 
of $1.06% per share on the 
$4.25 Cumulative Preferred 
Stock of the company, pay- 
able August 15, 1952, to 
stockholders of record Au- 


gust 1, 1952 
A. SCHNEIDER 


Vice-Pres. and Treas 




















CONTINENTAL 
Cc CAN COMPANY, Inc. 


A regular quarterly dividend of fifty 
cents (50¢) per share on the common 
stock of this Company has been declared 
payable September 15, 1952, to stock- 
holders of record at the close of business 
August 25, 1952 

LOREN R. DODSON, Secretary. 








period with the result that net 
operating profit was cut almost 
exactly in half, amounting to $2.3 
million. Net income for the year 
of $1.3 million was equal to $2.14 
a share on the common stock. In 
the previous vear, net amounted 
to $2.1 million or $3.70 a share. 
It is interesting to note that Holly 
has an overall interest in the Wor- 
land Oil & Gas Unit of approxi- 
mately 7‘~ which in the 1952 fiscal 
vear produced for the company an 
income of a little more than 
$239,000. Current daily produc- 
tion from the Unit’s four produc- 
ing zones was reported at 4,000 
(Please turn to page 506) 
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Sugar Companies 
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barrels of oil and 47 million cubic 
feet of gas. 

The beet sugar industry be- 
lieves that the price of its product, 
even the highest price of the year 
which was $8.65 per hundred- 
weight, is too low. That division 
of the sugar industry, in common 
with the processors of cane sugar, 
have been confronted with higher 
wage rates, increased expenses 
and more taxes, not including an 
excise tax of 50 cents per hun- 
dredweight, raw, and 5314 cents, 
refined. It appears that the Sec- 
retary of Agriculture is in accord 
with this belief, having stated, in 
part, “that significant and sus- 
tained increases in the prices of 
raw and refined sugar are nec- 
essary to ‘fairly and equitably 
maintain and protect the domestic 
sugar industry’”. A fair inter- 
pretation of such sentiment means 
that to bring about a higher sugar 
price, in the absence of greater 
sugar consumption, Cuban and 
other quotas must be held down. 
The Secretary of Agriculture has 
wide latitude insofar as_ his 
powers under the Sugar Act go, 
but his decisions are constricted 
by the potential consequences. 





Trapped—By Inflation and 
Deflation 
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notice signs of deflation every day. 
The deflationary trend in certain 
business sectors has been very 
much in evidence for some time. 
For sixteen months wholesale 
commodity prices have fallen 
steadily. At present the basic 
price level of 28 sensitive com- 
modities is about 40% below the 
February, 1951 peak. Largest de- 
clines have been among such in- 
dustrial materials as wool, rub- 
ber, hides and tallow. Metal costs 
remained at domestic ceilings un- 
til May, when pressure from a 
drop in foreign prices and a 
status quo in international ten- 
sions forced a reduction. Since 
then lead and zinc quotations have 
plummeted 20% and copper 30%. 

Historically, periodic swings in 
the wholesale commodity markets 
have a delayed action on the con- 
sumer. Thus far, because of our 
defense economy and prolonged 
strikes, the repercussions have 
only been slight. Nevertheless, it 
is conceivable that the downward 
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trend may fortify the individual’s 
pocketbook before long. 

Despite gains of $30 billion in 
gross national product and $20 
billion in personal disposable in- 
come for the first half of 1952 as 
against a year earlier, it is clear 
that the individual’s purchasing 
power has deteriorated. Even 
more attractive prices now being 
offered by consumer durable and 
textile dealers, who as we all know 
have suffered most severely be- 
cause of high inventories, are not 
disuading him greatly from con- 
tinued reinforcement of his sav- 
ings. With the return to a buyers’ 
market, savings will remain at the 
high-water mark. The attitude of 
the consumer now is that he can 
have both guns and butter. Dur- 
ing the same period that the con- 
sumer was trimming the amount 
of his spendable income, the pur- 
chasing power of business was 
declining. Net earnings are down 
about 10% from 1951 while re- 
tained earnings are also lower. 

The flexibility initiated in the 
new price controls bill passed by 
Congress is an indication that our 
legislators think we are over the 
hump of inflation, By permitting 
the Office of Price Stabilization to 
adjust to economic fluctuations by 
lowering ceilings, we have a 
handy tool that can be put to 
good use. Although controls are 
an anti-deflationary force, they 
have been recently working as 
price supports for certain items 
in over-abundance. With the same 
purpose in mind, the President 
was given the power to retain or 
modify Regulation X. Heavy cash 
down payments on homes are still 
required and rigid credit restric- 
tions remain. However, it is only 
a matter of time before both are 
relaxed since home ownership 
generally is not regarded as in- 
flationary. Funds used to buy 
homes frequently come from sav- 
ings or pay checks that otherwise 
would be spent for rent and other 
essentials. 

Maintenance of high tax rates 
and a leveling off in money in cir- 
culation for the past six months 
have been other deflationary 
forces counter-balancing the 
trends inherent in a defense eco- 
nomy. There is little doubt that 
after military expenditures pass 
their peak and additional diffi- 
culties crop up from over-cav- 
acity in 1953, a more definite 
tendency toward recession may 
arise. 

Until then, the American people 
will remain troubled with infla- 


tion and deflation. As shown by 
the aggression in Korea, nothing 
can be certain when living with 
such a precarious foreign situa- 
tion. Barring a full-scale war, 
which is believed unlikely this 
year by most experts, the chances 
are that the economy will become 
stabilized fairly close to present 
conditions. The consumer and 
businessman will continue to 
operate with a 50-cent dollar. It 
will rise again only when our gov- 
ernment sees fit to improve our 
fiscal status by balancing future 
budgets and by steadily reducing 
our huge deficit. 





Companies to Receive the 
Bulk of Defense Orders 
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production figures that were tossed 
about so casually a year and a half 
ago. Until now, the plane com- 
panies have been tooling up, get- 
ting set for production. They have 
been taking in some defense money, 
but only a relatively small propor- 
tion of what they were supposed 
to. The money they were getting 
from the Treasury was for plant 
renovation or building. This year 
they will be taking in more money 
and it will be what might be 
called “production money” or pay 
for goods produced. It will result 
in profits. 

Engine makers will be enjoy- 
ing the same boom. Their produc- 
tion coincides with airframe 
production. Other plane parts 
manufacturers will also have peak 
business. 

Tank production too will be 
high for the most part. Since 
tanks are made mostly by the auto 
companies, it will be the auto con- 
cerns that will enjoy prosperity. 
But along with the auto com- 
panies will be the makers of tank 
parts, who in many instances will 
be the same companies who have 
long supplied the auto makers 
with car parts. 

Companies making ammunition 
will be hitting peak production ac- 
companied by peak payments 
from the government and peak 
profits. 

So will concerns making guns. 
These guns will not only be artil- 
lery pieces, but the weapons for 
tanks and planes. 

The companies putting up or 
operating atomic energy installa- 
tions will be going full steam. 

In fact, almost the whole range 
of industries producing war 
goods, which covers a great per- 

(Please turn to page 508) 
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SPECIAL OPPORTUNITIES SELECTED 
ROUGH OUR CRITICAL TESTS... 
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In the weeks ahead you can take positive 
action with the aid of our counsel, to 
increase your capital and income. 

Political prospects, earnings trends, wage and price 
conditions, will be considerably clarified soon. 


SELECTIVE OPPORTUNITIES AHEAD 


Our analysts have been carefully studying the position 
and prospects of the corporations which seem best 
situated in the coming year — candidates for higher 
earnings — large dividend disbursements — profitable 
market action. But selection will be only one step. 
The strategic timing of each purchase and each sale 
will be a consideration of paramount importance 
which we will keep in mind constantly in serving you. 


“Thank you for your valuable and helpful advice.” 


Appreciative comments such as the above recently 
received from school superintendent in California 
illustrates the satisfaction of an investor who has been 
with us since 1944. We are confident that our record 
will continue to earn for us such comments of enthusi- 
asm on results achieved. 
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| of The Magazine of Wall Street. 90 Broad Street, New York 4, N. Y. ] 
a | I enclose () $60 for 6 months’ subscription: [ $100 for a vear’s subscription. 
Special Offer | (Service to start at once but date from August 9, 1952) 
| SPECIAL MA Vv IN J TINS 

MONTHS’ , MAIL SERVICE - BULLE 7 | 

b SERVICE $60 Air Mail: [1 $1.00 six months; [] $2.00 [] Telegraph me collect in anticipation of 
| one year in U. S. and Canada. important market turning points...when | 

Special Delivery: [) $4.00 six months to buy and when to sell...when to ex- 
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THREE DIVERSIFIED 
PROGRAMS FOR 
YOUR VARIED 

OBJECTIVES 


—For Backlog Investments 

—For Appreciation with 
Income 

—Low Priced Shares for Large 

' Percentage Growth 


SY, The Investment and Business 
Forecast brings you three, 

prudently diversified programs to meet your every ob- 
jective. All are provided under your singl enrollment. 


ADDED FEATURES INCLUDE... 


Consultation by Wire and by Mail .. . To keep your portfolio one 
sound basis, you may consult us on 12 listed securities at a time 
... by wire and by mail. 

Business Service ... Weekly review and forecast of vital happen- 
ings as they govern the outlook for business and individual 
industries. 

Washington Letter . . .“Ahead-of-the-news” weekly reports from 
our special correspondent on legislative and political develop- 
ments weighing their effects on business and securities. 


ENROLL NOW to share in OUR NEW CAMPAIGNS 
TO START AT THE NEXT BUYING ZONE. 
Join our service now so that you will be able to par- 
ticipate in our stock selections for ABOVE AVERAGE 
INCOME AND PROFIT when they are issued and 
before their initial rally gets under way. 

AND, if you will send us full data on your present 
holdings and cash position you will receive our 
advice at once—WHAT TO SELL—WHAT TO HOLD. 
You are invited to take advantage of our Special 
Enrollment Offer which provides FREE SERVICE to 


August 9th. Mail the coupon below .. . today. 
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centage of U. S. industry, will be 
at top production, according to 
the best informed opinion in 
Washington. 

Once the steel strike is over, 
the steel industry will have to 
operate at over-capacity rates to 
make up for the lost steel. So that 
industry too will be going full 
blast. 

While on the subject of steel, it 
might be well to mention that the 
production lost during the steel 
strike will not be a complete defi- 
cit to production. Some steels, 
notably the alloys, were produced 
in limited quantities before the 
strike because of a limited supply 
of the alloying mineral. Nickel is 
a good example. Production facil- 
ities available could produce 
much more steel than was turned 
out during the first five months 
of the year—the drawback was a 
lack of nickel. But during the 
strike, mills were able to build up 
their stocks of the mineral, so 
that with the strike settled, they’11 
be able to catch up on nickel al- 
loy production by turning it out 
at a higher rate than they did be- 
fore the shutdown. 

The lost steel, however, will 
hold back to a certain extent, pro- 
duction of the heavy goods using 
heavy steel, such as tanks. But 
these items will get first priority 
when steel production gets back 
to normal and will be in full pro- 
duction long before autos. 

The only industry that won’t 
experience full production in the 
coming year, according to military 
planners, may be the electronics 
industry. There are reports that 
many firms have caught up with 
their backlog of orders. Some are 
busily looking for civilian busi- 
ness, as they have already met 
their military load. So the wise 
businessman or investor should 
look into any electronic company’s 
order situation. 

A temporary steel slowdown 
and the “possibly” lagging elec- 
tronic industry, however, are the 
only bearish notes in defense 
business for the next year. This 
should be the big year in arms 
output and the well-being of the 
industries and companies turning 
out those goods. 


To take a look into the future: 
there are some danger signs. Al- 
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though Congress has given the 
Air Force all the money it wants, 
there are rumblings at the Penta- 
gon and the Munitions Board that 
perhaps the Air Force can’t reach 
its goal of 143 wings. That 110 
to 115 wings over the next couple 
of years would be a more prac- 
tical aim. These objectors think 
that at the first of the year the 
Air Force should start slowing 
its orders‘a bit. That will not— 
definitely—affect plane production 
this next 12 months. But it will 
cut the future business, mean a 
slowdown.in 1953-54-55. And it 
will follow the presently expected 
pattern of the defense program: 
a boom year for the next 12 
months, followed by a gentle tap- 
ering off. 





Africa — New Mecca 
for Wealth 
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The British view has been that 
it is the Sudanese who are en- 
titled to the biggest say in the 
shaping of their future. Since 
1948 the British have been mak- 
ing up for lost time: a Sudanese 
legislative assembly was set up 
and the Sudanese Ministers ap- 
pointed, giving the country its 
executive and legislative branches 
of government. The British also 
pushed along education and social 
reforms. The trouble is, however, 
that the Sudenese cannot quite 
make up their minds what to do. 
The pro-Egyptian Asshiga (Blood 
Brothers) party has boycotted the 
Legislative assembly. The situa- 
tion is complicated by the emer- 
gence of a native socialist party 
and a sectarian (Mahdist) party, 
the objective of which is said to 
be a Mahdist monarchy. 

In the Union of South Africa 
the growing articulateness of 
African nationalists and_ the 
growing economic importance of 
the native (the Bantus have now 
graduated to many “boss” jobs in 
South African industries and 
mines) has brought about a policy 
diametrically opposed to that of 
Great Britain and other European 
powers. The South African Na- 
tionalists (Africanders) who now 
have been in power for several 
years, have moved for a complete 
segregation of white and native 
territories, claiming that con- 
tinued racial discrimination can- 
not be maintained in practice. 


THE 


MAGAZINE OF WALL 


However, whether the establish- 
ment of separate white and black 
states can be worked is question- 
able, particularly since the rapid 
industrialization requires more 
and more colored workers. 

The real danger is that any 
clash with or over the rising 
African nationalism will be ex- 
ploited by the communists. There 
is no need to point out that such 
a combination would be no less 
disastrous for the Western World 
in Africa than it has been in Asia. 
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situation, saddled with an expen- 
sive, cumbersome bureaucratic 
machine. The Churchill Govern- 
ment has been trying valiantly to 
right the ship and to clear away 
the wreckage of six wasted years. 
It has had a hard time doing this 
in view of the loss of the purchas- 
ing power of some of Britain’s 
best customers. But it is more and 
more apparent that relying on 
orthodox monetary and fiscal poli- 
cies will not in itself increase the 
efficiency of British industries, get 
people into jobs, where they are 
most needed, and in general sell 
more British goods abroad. Some- 
thing more is needed: the cooper- 
ation and understanding of trade 
unions—the same superb coopera- 
tion and understanding that the 
Dutch unions gave to their Gov- 
ernment—and a deliberate cut in 
consumption and investment to a 
level that the country can afford. 
Will the Churchill Government be 
courageous enough to deny the 
wage demands of some 12 million 
workers? Are the Bevans and the 
Shinwells enough of statesmen to 
see that Britain cannot live for- 
ever in a make-believe world of 
high wages and high living stand- 
ards that she can maintain only 
with the aid of her friends and 
allies? One is inclined to be pes- 
simistic about it all, but then 
miracles do happen. 





AWAKENING: THE WORLD 
AT MID-CENTURY 
By ERWIN D. CANHAM, 


Mr. Canham has had the assistance of 
his colleagues on the Monitor in the prep- 
aration of his book. He and they write 
with an informed, trenchant pen from 
a full knowledge of life and people. The 
insight and acumen he evidences as edi- 
tor of the Monitor makes AWAKENING: 
THE WORLD AT MID-CENTURY distin- 
guished, authoritative and informing. 
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less 
orld 
Sia, 
Your investments, probably one of your most important personal assets, are 
undergoing changes in their positions, prices and prospects. 
) Shifts and adjustments are in progress in industry, in politics, in government 
en- policies . . . which should not be ignored, especially by the conservative 
atic investor. 
apa A HELPFUL UP-TO-DATE REPORT FOR YOU 
way , , . wi ’ a ia hae 
ars. To assist you in this critical time, we extend to you a special invitation to 
this submit your list of security holdings for our personal survey, if your invest- 
1as- ments are worth $20,000. or more. 
in’s 
and Our report to you will comment concisely on your diversification, the income 
on your account produces... and will point out some of the securities we regard 
on as least attractive ... and certain others worthy of only temporary retention. 
e 
get 
are WITHOUT OBLIGATION—OUR VALUABLE COMMENTS ON YOUR POSITION 
sell 
ne- The pertinent and informative nature of our preliminary analyses is clearly 
er- shown by the comments of responsible investors who have taken advantage of 
ade this special offer extended to you now. 
ra- 
the “,..areally admirable report regarding my portfolio.”. . .““I gave you a big 
OV- job and you gave me a thorough report.”. . .“‘l have read your report with 
in a great deal of interest and appreciate the care and trouble you went to in 
>a preparing it.”’. . “Your comments and the wisdom of using investment coun- 
rd. sel sound very reasonable.”. . .““Your Preliminary Analysis received and it 
be seems to be what I am looking for. | am going to take this service and I intend 
che to follow it.” 
ion 
he Our survey of your account will also tell you how our counsel would aid you 
to in safeguarding and increasing your capital and income. It will tell you the 
Ce elements of our service and quote an exact annual fee for our supervision 
a of your portfolio. 
<é SEND YOUR LIST OF INVESTMENTS TO US TODAY and we shall be glad to 
mi go ahead at once with our report to you ... with no cost or obligation. All in- 
en formation you give will be held in strict confidence. Please give your personal 


objectives and requirements so our comments can be as pertinent and valu- 
able as possible. This offer is open only to responsible investors who are 
interested in learning more about our investment counsel. 
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New secret of youth 
for cars of every age! 


No other motor oil in the world—at any 
price—can match new Gulfpride H.D. 
on all these points: 

@ For keeping engines clean (ideal in both new 
and old cars) 

@ As a safeguard against corrosion and rust— 
during and between trips 

© For preventing plugging of piston rings and 


clogging of oil screens (common causes of ex- 
cessive oil consumption and “‘oil starvation” of 
vital parts) 


@ To keep hydraulic valve lifters from sticking 


e@... And we firmly believe Gulfpride H.D. is 
backed by the most exhaustive research pro- 
gram in oil history —including its development 
in 14 million miles of test driving 


The World’s Finest 
Motor Oil 


New Gulfpride .D. 


HIGH DETERGENCY 

















